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Peace 


F TER over four years of war—the costliest and most destruc- 
tive known in human history—the world to-day faces an early 
peace. ‘The armistice requested by Germany has been granted 

by the Allies and was accepted by the German Government on 
November 11. Its terms are such as to render Germany incapable 
of again plunging the world into a sea of blood. 

Since April 6, 1917, our country has been compelled to devote 
its energies largely to war purposes. Now we shall turn again to 
the ways of peace; but they will not be the old ways, for new prob- 
lems will confront us calling for wisdom greater than that furnished 
by all the experience of the past. 

Now that the end of the war is in sight, it must not be inferred 
that the future is without danger. It is of the utmost importance 
that the harmonious relations which have prevailed among the Allies 
thus far shall be maintained and strengthened. This country has 
not suffered to anything like the extent that several of the others 
have, though nobody doubts that the United States would have kept 
in the contest indefinitely, whatever the sacrifice entailed. The 
troops already abroad and the vast number in training at home for 
overseas service witness the truth of this statement, To those who 
have borne the trials of battle longest belong the chief glory of the 
victory now at hand. It will nevertheless remain a source of im- 
mense satisfaction to the people of the United States that in the 
final stages of the great conflict they were able to help in striking 
a blow for the preservation of civilization. 

Unity of purpose has characterized the policy of the Allies in 
bringing the war to a victorious conclusion. In the days that are 
before us, with their heavy burdens of responsibility, may that same 
unity prevail. 

The supreme lessons of the mighty struggle must be these: that 
no nation can ever hope that the brutal power of might can win 
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against the moral sense of mankind, and that the nations can pro- 
mote their own welfare most surely by working in harmony for 
the common betterment. 


& 


The New Era in Banking and Finance 


HAT a new era is dawning in banking and finance is a con- 
clusion warranted by the vast changes which the war has 
saused. Some of the phases of this new era are described and 

others hinted at, in the succeeding pages, by men eminent in the 
banking and financial world. 

The large bulk of foreign contributions and advertising appear- 
ing in this number of THE BANKERS MAGAZINE of itself constitutes 
a remarkable evidence of the broadening of international financial 
relations. Five years ago anything of this kind would have been im- 
possible. 'Times are not merely changing; they have already changed, 
and perhaps to a greater extent than most of us are able to compre- 
hend. Despité the fact that a number of the nations of the world have 
been fighting other nations, the peoples of the world probably 
are getting nearer together than they ever were before. It is difficult 
to see how this progress can be halted, unless the world is to lose 
permanently much of the momentum gained through past develop- 
ment. Not only to reconstruct what war has destroyed, but even 
to preserve the fabric of international finance—or what is left of it— 
codperation in the future, and of the very closest nature, becomes 
essential, In the work of carrying on the war, and in the benevolent 
activities to which the great conflict has given rise, there has been 
such codperation. Nations have stood together in defending their 
existence and their liberties. These things have thus become the 
common concern of all those nations which are virtually leagued 
together against the enemy of modern civilization. In the future 
may not the welfare of other nations which practice justice likewise 
be the subject of universal interest? 

This era of codperation, enlisting as it must the capital and 
financial skill of the world, may well be termed “A new era in 
banking and finance.” 





The Financial Situation of France 





By ALFRED NEYMARCK 





M. Neymarck is director of “ILe Rentier,’ Member of the Superior Statistical Council 
and Ex-President of the Société de Statisque, and has long held a reputation as one of 


the leading financial authorities of Europe. 


HAT was the financial situa- 
W tion of France on the eve of 
the war? 

What is it to-day? 

What will it be to-morrow? 

It is these three questions that I shall 
endeavor to answer in a succinct man- 
ner, relying only on the figures obtained 
from official documents. 


ON THE EVE OF THE WAR 


When the war broke out, the precau- 
tions the most proper to enable our 
country to sustain the effort from the 
financial point of view had not been 
taken. When the war began impor- 
tant extraordinary expenses were added 
to the normal expenditures in order to 
fortify our military situation. 

From 1904 to 1914, in his general 
report on the budget, Mr. Clementel 
estimated at 1,524,076,000 fr., by cate- 
gories of expenses, the augmentations of 
expenditures. All the Ministers of Fi- 
nance had contrived to establish budgets 
in equilibrium and had recourse to ex- 
ceptional means to increase the normal 
resources. These exceptional means 
from 1904 to the end of 1913 amounted 
to more than a billion in round figures: 


Millions 
of Francs 


Millions 
of Frances 
ee 58.0 


It should be noticed that in conse- 
juence of the continual development of 
ue public wealth and of the economic 
ctivity of the country several budgets 


were balanced and even with a sur- 
plus; also, in spite of the additional 
credits regularly voted, it happened 
that for most part of the time it was 
not necessary to make use of all the 
provisions of the budget. 

We had, in spite of their seemingly 
excessive amplitude, poor budgets in a 
wealthy nation, which grew richer every 
year. The budgets which we character- 
ized as “poor budgets” had in the mean- 
time attained and surpassed successively 
three, four and five billions, while in 
1869, the most prosperous year of the 
imperial régime, the budget attained 
in round figures 1,900 millions. In 
forty-four years our budgets had there- 
fore swelled from three to four billions, 
at the most, but the public and private 
wealth had considerably augmented. 
France was “creditor everywhere, 
debtor nowhere,’ according to our 
fortunate expression: she had become 
the banker of the world, according to 
the authorized statement of the gover- 
nor of the Banque de France, Mr. G. 
Pallain, in his report to the stockhold- 
ers. Without speaking of the incomes 
which yielded her commerce, her indus- 
try, her products of any kind, and keep- 
ing in mind only the revenues which 
produced her negotiable wealth, that is 
to say, the titles owned by all French 
capitalists and fund-holders, the in- 
crease of private revenues was consid- 
erable. 

Here is the proof. In 1869 France 
could own thirty to thirty-five billions 


1 Remark made by Mr. Ribot at the time of 
the demand to the Chambers of credits relating 
to the first semester of 1915. 
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of movable titles, French and foreign 
titles, yielding, both in good or bad 
years, from 1,200 to 1,500 millions 
francs. At the end of 1913 we esti- 
mated that this same negotiable wealth 
attained to 110 or 115 billions in French 
and foreign movable titles, yielding 
from five to five and a half billions, 
without counting the revenues of di- 
verse investments made abroad and 
which could not be included in the sta- 
tistics.” 

Through the increase of her movable 
fortune alone, France—that is, her 
fund-holders—received all years from 
three billions and a half to four bil- 
lions more than the increase of her 
budgets represented. The increase 
alone of the revenue in movable titles 
had been from three to four billions. 

This explains the facility with which 
the French fund-holders, who are all 
taxpayers, bore and discharged the 
growing burdens of the budgets. In 
this sense the definition of the great 
master Léon Say justified itself: rich 
nation and poor budget or rich budget 
and poor nation. Incontestably, we 
had a poor budget in spite of these five 
or six billions in a rich nation. 

With the other profits which she 
realized in all branches where her activ- 
ity was exercised France, whatever may 
have been the nature of the seasons, 
or the economic, industrial, commercial, 
financial crises which manifested them- 
selves in all countries, and in spite of 
the repercussion which several crises, 
taking place abroad, exercised on us, 
France had become the most economical 
country in the world. 

Whether the year was good or bad, 
private citizens, merchants, manufactur- 
ers, capitalists, fund-holders, workers of 
all conditions, put aside from two to 
three billions, sometimes more, and in- 
vested them anew. It has been often 
said that France was an incomparable 
ant and that, thanks to the provisions 
which she piled up without getting 
weary, she had become, according to 
an expression of Paul Leroy-Beaulieu, 
“the blessed earth, the elected coun- 
try,” the country of the foreign bor- 
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rowers. We have explained in numer- 
ous statistics this movement of our 
thriftiness and the facts have confirmed 
our figures.® 


MEASURES FOR BALANCING THE BUDGET 
oF 1914 


Whatever may be thought of this 
vast accumulation of growing wealth, 
which some critics however denied, the 
budget of 1914 was difficult to be bal- 
anced. The budgetary project laid 
down by Mr. Ch. Dumont, then Minis- 
ter of Finances, was characterized by 
an insufficiency of 193 millions and a 
half. On the other hand, expenditures 
of war not renewable seemed to have 
exceeded one billion. It was necessary 
to have recourse to credit. A project 
of a perpetual three per cent. loan of 
1,300 million francs was put forward, 
but the question of the immunity of 
rent brought about the fall of the 
Barthou Cabinet at the beginning of 
December, 1913. An electoral cam- 
paign began in the spring of 1914 for 
the renewal of the Chamber, after the 
sharp discussions which had been pro- 
voked by the bill calling for three years’ 
military service. The budget was not 
voted until July, after numerous pro- 
visos—one, at least, of a very radical 
character. A loan in three and one- 
half rents redeemable within twenty 
years and subjected to the income tax 
of four per cent. of the movable values 
had been issued July 7, 1914, at 91 fr., 
payable 10 fr. on subscribing; 21 fr. at 
the distribution; 30 fr. the 16th of Sep- 
tember, and 30 fr. the 16th of Novem- 
ber. It had a great success of sub- 
scription, but it was not sufficiently 
classified in the savings portfolios. 

Let us keep in mind this date of 
July 7, 1914. At the same time and 
almost at the same date the Chamber 
voted the income tax. It was the great- 


2See our communication to the Société de 
Statistique de Paris in February, 1918: also 
our report L’Institut International de Statis- 
tique, Finances Contemporaines, and diverse 
works on the Valeurs Mobiliéres. 

3See our works on the Valeurs Mobiliéres 
and our reports to the Institut International 
de Statistique. 
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est fiscal revolution accomplished since 
the great revolution.* 


THE WAR IS DECLARED—FINANCIAL 
SITUATION 


A month later, August 4, war was 
declared. The country was not pre- 
pared either from the military point 
of view, from the strictly financial point 
of view, or from the economic, com- 
mercial and industrial points of view. 
It seemed to have a fillet on the eyes: 
it could not believe that with the im- 
proved war engines which existed in 
the world a war was possible, for it 
would cause too great disasters. One 
added that, if unfortunately, it should 
break out, its duration would be short, 
because the financial resources required 
to sustain it would be so large tliat no 
people could procure them. One fore- 
saw general bankruptcy: the misery 
and the ruin that would be the net 
product of such warlike folly. 


MEASURES TAKEN TO SUPPLY THE 
EXPENSES 


How have we been able, and by what 
means, to find the necessary capital; 
and then, what is our financial situa- 
tion to-day, since we are in the fifth 
year of war? Such is the second ques- 
tion put at the beginning of this study. 


1914 Period of war 
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the Government the greatest liberty of 
action in engaging the credits. 

From the outset of the war, the bill 
of August 15, 1914, authorized the 
opening of extraordinary or supple- 
mentary credits, in case the Chambers 
were not in session, by decrees issued 
in the Council of State, after delibera- 
tion and approbation at the Council of 
Ministers. On the other hand, in order 
to make the parliamentary control more 
efficacious and to bring more clearness 
into the accounts of the public finances, 
it was decided that the expenditures of 
the civil services tending to stabilize 
an annual budget in the customary form 
would be established and that the sys- 
tem of provisional credits would be 
maintained only for the expenses with 
regard to the war. The Minister of 
Finances, Mr. Klotz, has kept this en- 
gagement. The budget of 1918 com- 
prises the expenses relating to the civil 
services; there are excluded all the 
credits corresponding with the military 
expenses of the war, the armament, the 
navy and the colonies. 

Below appears an abstract of the 
credits of the civil services proposed 
for 1918; the credits voted since the 
war have exceeded 106 billion francs. 
In adding those of the annual budget of 
civil services, these credits exceed 114 
billions: 

The military expenses and the excep- 


Francs 
8,401,103,901 


1915 Bill of December 25 and posterior bills..................200ee00 22,804,486,525 


1916 Bill of December 7, 1916 


..++ 32,896,049,895 


1917 Provisional trimestrial credits and other credits voted or in project. 42,121,868,531 


1918 Credits in project for the civil service 


Total 


The first measure which the war 
made necessary was a thorough modifi- 
cation of the budgetary accounts and 
the rules heretofore observed for the 
presentation to Parliament of demands 
of credits. Given the needs which the 
war imply, their variety and complex- 
ity, the unforeseen events which require 
that the Treasury have immediately on 
hand as much credits and capital as it 
might need, it was necessary to permit 


7,808,907,439 


114,032,416,291 


tional war expenses for 1918 are not 
included in this amount.° 


THE EXPENSES AND THE NEEDS OF THE 
ALLIES 


This is not all. France had to sat- 
isfy the numerous demands which in- 


*See “Le Rentier’ (June and July, 1914). 


5 See the Haposé des Motifs and the Rapport 
Général sur le Budget. 
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creased the burdens of the Treasury: 
advances to the allied or friendly gov- 
ernments, yielding of material to the 
foreign governments, account of revic- 
tualling, advances to the departments, 
towns, chambers of commerce, to pur- 
veyors of war, to privateers, for the in- 
dustrial and agricultural reconstruction 
of the invaded regions, reconstruction 
of railways, maritime insurances, mari- 
time transports, etc. 

The advances authorized in favor of 
the allied or friendly countries, fixed 
at 360,500,000 francs by the decrees of 
October 27, 1914, and of November 20, 
1914, and ratified by the bill of Decem- 
ber 26, 1914, have been brought suc- 
cessively in 1915 and 1917 to 6,013,- 
129,000 francs (bill of August 4, 1917). 
They are made in the form of remit- 
tance to the beneficiary states of Treas- 
ury bonds which are discounted by the 
Banque de France, without interest, or 
in the form of open credits in the books 
of the Treasury, to the respective na- 
tional banks, which permits these es- 
tablishments to proceed to the emission 
of bills. 

The bonds thus discounted by the 
Banque de France amounted to 3,160 
million frances on the 22nd of last No- 
vember. 

The ways and means resorted to in 
order to procure these huge totals of 
billions trench upon the realms of the 
fantastic, for after having once talked 
of hundreds of thousands of francs, of 
millions, of one, two, five, ten milliards, 
one should invent a new enumeration 
or new terms in order to indicate the 
stupendous sums to which the expenses 
and the cost of the war will amount. 
These ways and means have been the 
following: 


1. Advances of the 
France. 

2. Creation of Bonds of National 
Defense and of Obligations of National 
Defense. 

3. Loans consolidated in two loans 
in five per cent. rents; the one issued 
in 1915 from November 25 to December 
15; the other, issued in 1916 from 
October 5 to 25. 


Banque de 
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4. Loan four per cent. 1917 issued 
from November 26 to December 16. 

5. Loan abroad and investments of 
bonds of Treasury abroad; loan in 
United States; loan in Japan; loan on 
titles to securities, etc. 

6. New taxes and augmentation of 
old taxes. 

7. Taxes complementary to the rev- 
enue. 

8. Exceptional war taxes. 

9. Doubly assimilated taxes. 

10. Augmentation of taxes on mov- 
able values. 

11. Taxes on the benefits of the Ad- 
ministrators of foreign companies. 

12. Taxes on theatres, concerts, pub- 
lic shows. 

13. The collecting of duties on bev- 
erages. 

14. Taxes on mineral waters pharma- 
ceutic specialties, colonial and succed- 
aneous commodities. 

15. Augmentation of duties on sugar, 
the price of tobacco. 

16. The collecting of postal, tele- 
graphic and telephone taxes. 

17. Reform of direct taxes and of 
the existing income tax. 

18. The raising of inheritance taxes, 
of taxes for donations among living 
persons. 

19. Measures taken against fiscal 
frauds; inventory after death, of safe 
boxes rented by private persons; obli- 
gation of oath for the declaration as 
regards succession; for the selling of 
real estate; extension from ten to 
twenty years of the delay of prescrip- 
tion for the recovery of rights of muta- 
tion by decease. 

20. Duties of mutation on the con- 
tributions in society. 

21. Special tax on payments, replac- 
ing the gradual receipt stamp. 

22. Special tax on merchandise or 
objects classed as luxurious. 

23. Special inheritance tax on luxuri- 
ous merchandise or objects of luxury. 

24. Special inheritance tax bearing 
upon the whole of the inheritance, with 
a variable from simple to triple, ac- 
cording to the number of children left 
by the deceased and progressive ac- 
cording to the total of the inheritance. 





THE BANKERS MAGAZINE 


25. The raising of rate of tariff of 
the duties of mutation by decease and 
between living persons. 

26. Suppression of the hereditary 
vacation beyond the fourth degree, ex- 
cept for the descendants of brothers 
and sisters of the deceased. 


July 31- 
Dec 


a 


468 
342 


Floating debt 

Debt at terms and by annuities...... 

Advances from the Banque de France 
and Banque d’Algérie 


FINANCES OF WAR-——THEIR BALANCE 
SUMMED UP 


THE 


We have given so far a brief sketch 
of the finances of the war and of the 
means which have been employed in 
order to meet all the burdens: openings 
of credits, resources of loans, normal 
resources, loans at home and abroad, 
floating debt at short and long expira- 
tion, debt by date or by annuities, ad- 
vances of the Banque de France and of 
the Banque d’Algérie. It would have 
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billions 270,838, and the loans abroad 
to 17 billions 109 millions 703, that is, 
a total of 68 billions 380 millions. 
The floating debt, the debt at terms 
or by annuities, the advances of the 
Banque de France and to the Banque 
d’ Algérie have been as shown herewith: 


J Dec. 31, 
. 31, 1914 1915 
—In millions 
1,586 8,311 

342 1,126 


Jan. 31, 
1916 

of francs— 

13,889 
7,837 


Oct. 31, 
1917 


a, 
22,511 
17,061 
3,900 


5,075 12,280 


SUMMING UP THE ACTUAL SITUATION 


In the amount of the floating debt 
there are comprised the Bonds of Na- 
tional Defense, of which it will be per- 
mitted us to say, that from the begin- 
ning of the war we have taken the 
initiative to advise their creation’ to 
the Minister of Finance who was then 
in office, Mr. Noulens, and that Mr. 
Ribot, his successor, created these obli- 
gations in September, 1914. 

The public debt of France, debt at 


EXPENSES 


Credits open from August 1, 1914, to December 31, 


Francs 
106,223,508,852 


RECEIPTS 


Resources of 
loans in thou- 
sands of francs 


Years 
1915 
1916 
1917 


taken a great volume to detail all these 
chapters and paragraphs on expendi- 
tures as well as on realized receipts. 
We have synthetized, in a few figures, 
the admirable effort of France and we 
have endeavored to show, as in a bal- 
ance, what she has received, and what 
she has paid, which enables us to see 
what is the actual situation. This is 
the balance: 

[f one makes the division between 
the loans at home and abroad, one finds 
that, according to the figures extracted 
from the situation of the Treasury, the 
loans at home have amounted to 51 


Normal resources 
in thousands 
of francs 
3,770,516 
4,640,811 
4,526,905 


Total 
23,091,089 
29,508,580 
28,719,104 


19,320,573 
24,867,769 
24,192,199 


home and abroad, the floating debt from 
August 1, 1914, to the end of 1917, has 
augmented in capital more than eighty 


® See “Le Rentier’ of August 17, 1914. We 
wrote what follows: “Courage then and confi- 
dence! The day when, by precaution, the Gov- 
ernment would increase its reserves of capital, 
it would suffice to open the wicket of the 
Treasury, to make appeal to the codperation of 
all the agents of its administrations and 
financial excises, without making emission or 
publie loan. It could place, when and how it 
would please, Bonds of the Treasury and De- 
fense—Bonds of National Defense—at short 
expiration, in small and large coupons, with 
the greatest facility. 

“To intrust his capital to the Treasury for 
the National Defense! The Bonds of National 
Defense! for there is the name that the public 
would give them immediately, who would re- 
fuse and dare to refuse to subscribe? 


” 
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billions, representing an annual burden 
of almost four billions (3,687 millions). 
With the burdens of our debts before 
the war, the service of interests to pay 
to the holders of consolidated five per 
cent. rents, three per cent. perpetual, 
three per cent. redeemable, four per 
cent. rents, debt redeemable at terms, 
debt for life—without counting the an- 
nuities to be paid for the reparation of 
damages, military pensions and supple- 
mentary civil pensions, bills and other 
expenses, etc., the annual budget should 
cover the following payments, which 
are sacred, for they constitute a part 
of the public debt: 





Rents, 3 per cent. 590,832,138 
Rents, 5 per cent. 1,335,648,000 


Rents, 4 per cent. 560,000,000 
Francs........ 2,286,580,138 2,286,580,138 
Debt redeemable 
at terms...... 2,524,324,118 
Debt by annuity. 448,238,503 
NR a ae wai 2,972,562,621 2,972,562,621 
| Re eee 5,259,142,759 


That is, more than five billions, in 
round figures, to which one should add 
the billions necessary for the diverse 
civil services, the cost incident to the 
levying of taxes and their collection, 
without counting the costs and expenses, 
multiple and unforeseen, that no one 
would know how to estimate. 

AND THE 


THE BUDGET OF TO-MORROW 


BILLIONS OF PEACE 


It would be very difficult at the pres- 
ent time to try to venture upon any 
exact figures in saying that our budgets 
of to-morrow may amount to ten, twelve, 
fifteen billions or more. What is sure 
is that our budgets of to-morrow and 
those after to-morrow will be unavoid- 
ably wide in scope and great in size, in 
order that they may serve the work of 
reconstruction. France, after having 
procured such large resources for the 
war, will still have to procure those 
which will be necessary for the work of 
peace; that is to say, the reconstruc- 
tion of the country and its preparation 





THE BANKERS MAGAZINE 


for a new forward march of its produc- 
tive forces, for its commerce and indus- 
try; consequently, she will need to 
have at her disposition the billions of 
peace. 

It is what happened on the morrow 
of 1870. At that epoch, in a study 
which seems to have been written for 
the present epoch, we reviewed the his- 
tory and the statistics of what we called 
the “Billions of the War’ and the 
“Billions of the Peace.” We manifested 
then an absolute confidence in the fu- 
ture of our country, and this confidence 
we have to-day as strong and as viva- 
cious as forty-eight years ago. The 
facts have confirmed the faith of other 
years. 

At the session of the Senate, the 13th 
of last June, the Minister of Finances, 
Mr. Klotz, said: 


“We shall see the next year a budget 
which will reach ten billions. It is only 
the beginning of increasing budgets that 
we shall have after the war. It should 
not be hidden. * * * Let us keep 
away from school contests concerning 
direct contributions and indirect contri- 
butions. It will be necessary to ap- 
peal to the one and to the other. Large 
loans are necessary for consolidating 
the floating debt, and taxes are neces- 
sary for paying the loans in order to 
give confidence to the saver.” 

Courageous and true words! 


THE FINANCIAL SITUATION OF 
TO-MORROW 


Such is therefore the present situa- 
tion. Let us ask with entire confidence: 
What will be the situation of to-mor- 
row? An era of prosperity, and of 
economic, commercial and financial de- 
velopment, will dawn upon our country. 
It should be remarked that at any 
epoch, with the power of will and en- 
ergy which characterizes her, France, 
by her work, her energy, her will to 
save, has always become stronger and 
more powerful, after the greatest mis- 
fortunes; she sets herself to work, and 


7“Les Milliards de la Guerre, in 1870.” See 
also our “Finances Contemporaines.” 
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like Anteeus, she finds new forces by 
kissing the earth! Alma Mater, the 
nutritive mother ! 

France will have shown that, in this 
barbarous war, with its atrocities, 
which Attila of the Huns would 
never have perpetrated with such 
a refinement of cruelty and horrors, 
there are the great principles of 
liberty, of right—the great laws of hu- 
manity, moral laws, human laws, the 
respect for an oath and for contracts, 
that constitute the strength of nations 
and individuals. 

Count the number of the nations that 


‘ have come to range themselves around 


France and her Allies! Count those 
that Germany has attracted towards 
her! Liberty, Right and Justice have 
fought and are fighting for the countries 
of the Entente—for ourselves—and it 


is because of this fact that France justi- 
fies the confidence which we manifest 
and that the world has put in her! 

If, from the strictly economic, statis- 
tical and financial point of view we con- 
sider the situation in the future, we 
shall say with absolute confidence that 
a country like ours, which before the 
war saved and put aside several bil- 
lions, will gain and economize much 
more after the victorious, delivering, 
compensatory peace. 

France has done her duty, is doing 
her duty, and will continue to do it. 
As we wrote during the period of our 
two great five per cent. loans: “TJ'o do 
one’s duty is the best of investments.” 
The strength and the source of our 
credit lie in the confidence that France 
has deserved by scrupulous respect 
for her engagements. 


Japan’s Position in War Time Inter- 
national Economy 





By KAZUYE SHODA, Japanese Minister of Finance 











THe Bankers Macazine of New York is an organ of international repute devoted to 
the discussion of finance, economy, and affairs of the money market, and indeed in this special 
field it is universally recognized as an authority. 
this contribution to the special number it is going to issue about international finance, my idea 
being to enunciate briefly my thoughts on Japan’s position in war time international economy, 
on her economic concert with the Allies, and on the urgent necessity of promoting economic 
codperation between the United States and Japan. 


I deem it a pleasure to send at its request 








JAPAN'S INTERNATIONAL ECONOMIC PO- 
SITION BEFORE THE WAR 


IRST I must make a brief ref- 
erence to Japan’s pre-war posi- 
tion in international economy. 
Perhaps one of its noteworthy features 
in this respect was the continued ad- 
verse balance in foreign trade. For in- 


stance, in 1913, against the total ex- 
ports of, roughly, 632,460,000 yen, the 
volume of imports amounted to 729,- 
432,000 yen, leaving the balance in 
favor of the latter 96,972,000 yen. Then 
there were foreign loans involving pay- 
ment of no small amount of interest, 
and other non-tradal accounts payable 
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to foreign countries, such as freight 
and insurance, aggregating in all 100,- 
000,000 yen in round numbers. These 
two items of foreign indebtedness of 
Japan amounted to 200,000,000 yen in 
the vear preceding the war. This large 
account to settle with foreign countries 
weighing heavily on the minds of our 
financiers, Japan had to pursue a policy 
of contraction in all her financial ar- 
rangements, and needless to say in in- 
ternational economy Japan’s position 
was therefore one of secondary import- 
ance. 

The foregoing statement is intended 
to outline our financial status before the 
war, and I shall try next to show what 
influence the war has exerted upon it 
and what change it has occasioned upon 
the financial policy of Japan in its ex- 
ternal relations. 


JAPAN'S INTERNATIONAL ECONOMY DUR- 
ING THE WAR 


The spark that was kindled at a cor- 
ner of Europe in August, 1914, first set 
the whole continent ablaze and next 
dragged into the vortex the whole world, 
till no less than twenty nations, urged 
by the dictate of humanity and impelled 
by the idea to defend the cause of jus- 
tice, have been obliged to band together 
and to fight in accordance with a coérdi- 
nated plan the terrible enemy which 
President Wilson named a “state of the 
devil.” For four years now the Allies 
have strained their utmost to overcome 
the enemy, and yet the struggle is still 
raging with unabated violence, the most 
catastrophic event the world has ever 
witnessed. One thing that is reassur- 
ing in this connection is the part the 
United States is now playing in cham- 
pioning the common cause of justice. 
Her millions of troops, hurriedly sent 
to the western front, are winning uni- 
versal admiration for their valor and 
dash and are striking terror into the 
hearts of the war-worn soldiers of Ger- 
many and Austria. 

It is really a matter of gratification 
that there is no longer any room for 
doubt that victory for the cause of the 
Allies is assured and that in a near fu- 
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ture our cause will be crowned with 
complete success. 

The war has revolutionized the po- 
litical, educational and economic affairs 
of the world. Its effect upon interna- 
tional finance has been especially severe, 
so that nobody will be bold enough to 
prophesy the consequence. At least I 
hesitate at this moment to take the pub- 
lic into confidence as to my own obser- 
vation and thoughts upon those tremen- 
dous questions. I shall, therefore, con- 
fine myself here to describing briefly 
what effect the war has brought upon 
the international economy of Japan and 
what steps our country has taken to 
meet it. 

Tremendous as has been the change 
the war has occasioned upon the 
economic life of Japan in her external 
relations, it was on the whole similar 
to what the United States has expe- 
rienced from the same cause, the dif- 
ference being one of degree. Stated 
in a few words, the war changed Japan, 
in international economy, from a debtor 
to a creditor country. This is seen, in 
the first place, in the balance of for- 
eign trade. In 1915, for instance, ow- 
ing to the large increase of exports in 
munitions and other commodities as 
against a decreased arrival of foreign 
goods, the customs recorded a favor- 
able trade balance of 175,857,000 yen, 
and it grew in the following year, 1916, 
to 371,000,000 yen, the growth of ex- 
ports being out of proportion to that of 
imports. This tendency was further ac- 
centuated in 1917, with the result that 
the favorable balance from the outbreak 
of the war to the end of April, 1918, 
came up to 1,170,000,000 yen. A sim- 
ilar change is noticed in our interna- 
tional account other than trade, the 
amount credited to Japan on this ac- 
count reaching during the same period 
962,000,000 yen approximately. In 
other words, the war has created so far 
for Japan foreign credits amounting 
to 2,032,000,000 yen, in round numbers, 
thereby completely revolutionizing her 
position in international finance. It is 
worthy of note that besides bearing her 
due share in the common war pro- 
gramme of the Allies, Japan has adopt- 
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ed a financial arrangement suitable to 
the changed condition of her external 
economic relations and has done her ut- 
most for extending financial help to the 
Allies, as will be explained in the fol- 
lowing paragraph: 

1. For Great Britain. In Decem- 
ber, 1916, Japan took up 100,000,000 
yen of British Government yen Ex- 
chequer bonds issued in this country, 
then 100,000,000 yen of British Gov- 
ernment treasury bills in August of the 
same year, then 80,000,000 yen of 
British Government yen Exchequer 
bonds in January, 1918, and adding to 
these the other Treasury bills, war- 
bonds, dollar loans, either purchased 
or otherwise invested in by Japan, it 
may be stated that the total amount dis- 
bursed by this country for extending 
financial support to Great Britain 
reaches 741,000,000 yen, in round fig- 
ures. It may be noted in this connec- 
tion that in thus rendering financial 
help to her Japan did her best to 
facilitate exchange operations between 
Great Britain and the United States by 
applying the dollar reserve she had 
kept in America for the purpose of re- 
plenishing the exchange funds of Great 
Britain. 

2. For Russia. Financial help ex- 
tended to Russia on several occasions 
since the war roughly totalled 254,- 
000,000 yen. 

3. For France. Lastly, similar service 
rendered to France during the same 
period either directly or indirectly is 
represented by the total of 160,000,000 
yen approximately. 

All this financial service rendered by 
Japan to the Allies may not appear so 
large as compared with the war out- 
lays of all the belligerents which have 
now attained such huge proportions, but 
viewed in the light of our resources, 
as a manifestation of our sincerity and 
the embodiment of the best Japan could 
do for the Allies in this particular di- 
rection, I think this service of our coun- 
try may be commended to the apprecia- 
tive consideration of the 
people. 


American 
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KAZUYE SHODA 
Japanese Minister of Finance 


OF ECONOMIC COOPERATION 
JAPAN AND THE UNITED 
STATES 


NECESSITY 
BETWEEN 


Now let me refer to the part the 
United States has played in war time 
as regards military, economic and other 
affairs. The first thing that must strike 
all sane-minded observers in this re- 
spect is assuredly the vastness and thor- 
oughness of her preparation, enough to 
overawe on one hand the enemy powers 
and on the other to inspire the whole 
world with surprise and admiration. As 
a member of the Allies, we Japanese 
are filled with gratification and pride 
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to have such a mighty nation fighting 
on our side. There can no longer be 
any room for doubt that, supported by 
the traditional spirit of unflinching 
courage and strenuous and unsparing 
exertions, and above all backed by her 
inexhaustible resources, America may 
surely be expected to emerge from the 
struggle as the last victor in the field, 
to usher in a new epoch of reconstruc- 
tion for the whole world, and that both 
in war time and after she will occupy 
a supreme position as an arbiter of the 
world economy. Nor is there any sec- 
ond question, that Japan, bent as she is 
upon contributing her share in the cause 
of permanent peace of the world, would 
make it a primary condition in her di- 
plomacy to maintain on the one hand 
relations of utmost cordiality with such 
a great nation, and that she would, on 
the other hand, make it as a funda- 
mental principle of her international 
economy to enter into bonds of close 
economic connection with America and 
to establish the basis of codperation 
with her, to the end that Japan may 
realize her aspiration of playing her 


part in the great work of expanding 
the economic activity of the world. It 
is, therefore, a matter of sincere con- 
gratulation for the two nations that, of 
late, signs are fully in evidence that 
they are sincere in their desire to bring 


about this peaceful union. Some of 
such signs are the appointment by our 
Government of a Financial Commission- 
er in New York to attend to our financial 
business in America and to promote 
our economic relations with her, and 
then the despatch in autumn last year 
to the same country of Baron Megata 
with a number of our officials and 
prominent business men as a Special 
Finance and Economic Commission 
charged with the important task of in- 
vestigating her financial and economic 
measures in war time and to promote 
friendly relations between the two coun- 
tries. The mission was a complete suc- 
cess. It was received with warm wel- 
come by your Government and the pub- 
lic and brought home, among all, an 
important agreement in the shape of 
exchange of mutual facilities between 
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the Bank of Japan and the New York 
Federal Reserve Bank in regard to the 
international finance during and after 
the war, thus constituting assuredly one 
important step toward the realization of 
the American-Japanese economic coédp- 
eration. It is my fervent hope and wish 
that the contracting parties should fully 
carry the agreement into practice both 
in war time and after for promoting 
the economic development of the two 
countries. There are other similar 
plans which I must recommend to the 
best consideration of American financial 
circles, and that is to bring about reg- 
ular connection between the Industrial 
Bank of Japan, one of our largest bank- 
ing institutions, and the American bank- 
ing world, a similar relation between 
our East Asia Exploitation Co., Ltd., 
and American banking and industrial 
circles, and lastly the question of estab- 
lishment of an American-Japanese bank. 
Certainly the translation of all such 
and other similar schemes into practice 
will further substantiate the important 
idea of mutually helping the economic 
expansion of the two countries. 

One thing I am impelled to emphasize 
in this connection is the necessity of the 
financiers of the two countries joining 
hands for the joint economic exploita- 
tion of China. It is gratifying to note 
that as regards China the two countries 
have already shown to the world their 
perfect unity of purpose in political 
and diplomatic affairs—I mean the pub- 
lication in November last year of a joint 
note on the subject. I believe it is 
equally imperative that a similar un- 
derstanding be arrived at between the 
two countries as regards the economic 
field of China. Needless to say, it is 
in the interest of four hundred millions 
of Chinese people, of the peace of the 
Far East, and eventually of the pros- 
perity of the world commerce that 
China should be made to exploit her re- 
sources and should strengthen her 
financial position. To further this cause 
all the powers are bound to invest in 
China with the spirit of strict sincerity 
and in the attitude of justice and fair 
play. It is a matter universally known, 
I believe, that in pursuance of that far- 
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reaching aim our Government has al- 
ready made the question of Sino-Jap- 
anese friendship as its cardinal policy, 
that it has given word to the whole 
world to devote its best energy in the 
interest of the promotion of her pros- 
perity, the stability of her national 
status, and the maintenance of her ter- 
ritorial integrity. Our Government, by 
devising various measures for effectual- 
ly promoting the economic development 
of the country, is trying to show, by one 
means or another, that is judged best 
for the purpose, how sincere we are in 
dealing with this grave problem. In 
making investments in China this far- 
sighted consideration has taught Japan 
to scrupulously avoid any attitude that 
may be construed to imply selfish desire 
of acquiring concessions; she is direct- 
ing all her efforts to safeguarding the 
principle of the open door and equal 
opportunity. The loans Japan made 
to China were advanced in strict ac- 
cordance with that idea. This strongly 
reminds us ef the necessity of Japan 
and America speedily coming into an 
understanding as regards economic af- 
fairs of China, for the United States, 
from the enlightened and upright dip- 
lomatic policy traditional to her, must 
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be keenly interested in maintaining the 
independence and territorial integrity 
of China, and must be convinced at the 
same time that for accomplishing this 
noble purpose the most efficient way 
lies in financing that country. The same 
intelligent Americans must be well 
aware that this help can be rendered 
most easily and conveniently through 
understanding with this country, which 
occupies a position of great advantage 
towards China, geographically and 
otherwise. We are highly to be con- 
gratulated that the question of Amer- 
ican-Japanese economic understanding, 
which we have been consistently advo- 
cating for years past in pursuance of 
that great aim, is steadily gaining 
ground and approaching realization, and 
my fervent wish is that the two nations 
will apply themselves more strenuously 
in the furtherance of this peaceful 
project. 

Let me conclude this article with my 
heartfelt prayer for the closer adhe- 
sion of the Allies, to the end that per- 
manent peace may be established on 
earth and that a new régime of human- 
ity and justice be speedily ushered in 
to rule the world. 
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The War and Banking 





By SIR GEORGE PAISH 





T the outbreak of war a great 
deal of interest arose as to its 
probable effect upon banking, 

and there was a tendency, first on the 
part of the public to withdraw deposits 
from bankers, and secondly on the part 
of bankers to call in loans from the pub- 
lic. Both of these measures were pre- 
cautionary and were based on the idea 
that in some way or other the war would 


have an immediately adverse effect upon 
individual, banking and national pros- 
perity. The experience of the war has 
proved the fallacy of these expecta- 
tions. Instead of a diminution in the 
incomes of individuals, withdrawal of 
banking deposits and reduced power to 
borrow and to spend money, it has 
brought about an enormous expansion 
in individual incomes and an immense 
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expansion in banking deposits in the 
belligerent states. Moreover, borrow- 
ers instead of having loans withdrawn 
from them have found greater ease in 
obtaining banking loans than ever be- 
fore. Indeed, the supply of banking 
money in the London market is now so 
abundant that the rates for short loans 
are lower even than in times of peace, 
while discount rates are rather under 
than above normal. From the financial 
point of view, that is from the stand- 
point of the incomes of individuals, 
from the amount of money available 
for investment and from the growth of 
banking deposits, the war has brought 
a condition of prosperity so great as 
to be almost incredible. In Great 
Britain, in a period of a little over four 
vears, the British people have sub- 
scribed nearly £7,000 sterling for new 
issues of Government debt, and when 
full allowance is made for the money 
they have borrowed abroad and the se- 
curities they have sold abroad, they 
have subscribed out of their own sav- 
ings and profits between £5,000 and 
£6,000 millions sterling for new securi- 
ties, that is for War Loans, Exchequer 
Bonds, Treasury Bills, ete. This is an 
average of considerably over £1,200 
millions sterling a year, whereas prior 
to the war they were never able to sub- 
scribe more than £250 millions sterling 
for new securities in a single year. In 
other words, the savings of the British 
people available for investment in se- 
curities during war have been five times 
their normal amount. In the current 
fiscal vear the British people will sub- 
scribe over £2,000,000,000 for war 
loans or over five times their total an- 
nual savings prior to the war. 

The annual income of the British peo- 
ple before the war was about £2,400 
millions sterling, with the level of 
wages, profits and commodity prices at 
that time current, and this income has 
now risen to considerably over £5,000 
millions sterling a year, with the high 
wages, profits and commodity prices 
now current. It is this enormous ex- 
pansion in income that is enabling them 
to meet a governmental expenditure of 
nearly £3,000 millions sterling, in the 
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current fiscal year, whereas prior to the 
war the governmental expenditure was 
only at the rate of about £200 millions 
a year. The war expenditure of the 
British Government has thus doubled 
the aggregate income of _ individual 
British citizens. 

The effect of such conditions upon 
banking deposits is obvious. It is im- 
possible for the national income to 
double without such expansion being re- 
flected by a corresponding growth in 
banking deposits, and during the war 
the deposits of purely British banks 
have risen from about £1,000,000,000 
in 1913 to nearly £2,000,000,000 at the 
present time. 


CONDITIONS IN FRANCE 


The course of events in France has 
not been as favorable as in England. 
Nevertheless, the financial strength of 
France under the circumstances has 
been surprisingly great. The invasion 
of that country right at the beginning 
of the war necessarily caused much dis- 
location and disorganization, and as 
at that time no one could foresee what 
would happen, the public necessarily 
desired to carry large sums of money 
in their pockets as a provision against 
anything that might happen and conse- 
quently drew upon their deposits with 
bankers somewhat freely. Neverthe- 
less, as time went on and the militarv 
situation in France improved, confi- 
dence increased and the French people 
have been able to place large sums of 
money in war loans, and at the same 
time to add largely to their deposits 
with bankers. Since the war began the 
debt of France has increased over 
£4,000 millions sterling, of which the 
greater part has been subscribed by 
the French people themselves, includ- 
ing, of course, French bankers and the 
Bank of France, while the deposits of 
the French banks have increased about 
fifty per cent., the greater part of the 
increase having taken place since the 
Battle of the Somme in 1916. Further- 
more, the income of France was very 
seriously reduced by the great contrac- 
tion in her productive power owing to 
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the invasion of some of her most fertile 
lands and of her industrial and mining 
districts, and to the calling up of almost 
the whole of her man power to repel 
the invaders, as well as by the stoppage 
of tourist expenditures and her inabil- 
ity to collect income from Russia. The 
situation was, however, improved in 
consequence of the expenditures in 
France of the British army that was 
sent over as quickly as possible, and is 
now greatly improved by the additional 
expenditures of the rapidly growing 
American army in France. In spite of 
the serious reduction in her productive 
power and the absence of tourists, it is 
evident that the income of France, hav- 
ing regard to the level of wages and 
prices, is at least twice as great as it 
was prior to the war. In the days of 
peace the savings of France were cal- 
culated to reach about 200 million 
pounds a year; from the amount of 
money subscribed by the French peo- 
ple to French loans it is obvious that 
her present savings are at least five 
times that amount. 

EFFECTS OF 


THE WAR ON ITALY 


The effect of the war upon individual 
incomes and upon banking deposits in 
Italy has been similar to that in Great 


Britain. The relatively enormous ex- 
penditures upon the war have greatly 
added to the income and wealth of in- 
dividuals and have at the same time 
brought about an unexampled expansion 
in banking deposits. In three and a 
half years Italy has incurred a debt of 
about £1,500 million sterling, of which 
the greater part has been provided by 
the people of Italy, who in normal times 
are able to save relatively little, while 
the deposits of Italian banks have in- 
creased nearly three-fold. 

In normal times such immense ex- 
penditures by the Governments of 
Great Britain, France and Italy would 
have brought about a great exodus of 
gold to other countries to pay for their 
vast purchases of produce and goods of 
all kinds in all parts of the world, pur- 
chases that could not be paid for by 
the export of goods, but in this time of 
war there has on balance been no ex- 


‘port of gold. The new gold received 
from the mines has been sent out again, 
that is all. The goods bought abroad 
which could not be paid for in goods 
have been paid for in securities and 
the aggregate amount of gold in the 
banks of the three Entente countries 
has, on balance, largely increased. The 
amount of gold held by the Bank of 
England has risen from £40 millions 
to £71 millions since war began; the 
amount of gold held by the Bank of 
France, both in its own vaults and 
abroad, has risen from £165 millions to 
£217 millions, and the stock of cash 
in the Bank of Italy is practically un- 
changed at £45 millions. 


THE NEUTRAL COUNTRIES OF EUROPE 


Nor has the war brought about any 
diminution in the financial prosperity 
of the neutral countries of Europe. 
Norway, Sweden, Denmark, Holland 
and Spain have all appreciably in- 
creased their incomes since the war be- 
gan and have been able to make greater 
investments, both in their own and 
in foreign securities, than ever before, 
at the same time adding largely to the 
amount of money they possess on de- 
posit with bankers. Moreover, the 
prosperity of these countries has not 
been stimulated by the creation of im- 
mense war loans; it has come from the 
sale of their products to other countries 
at a level of prices that has brought 
them much greater incomes than nor- 
mally. Not only have they been able to 
buy large quantities of foreign securi- 
ties out of their great profits, they have 
also imported considerable amounts of 
gold. Since the war began the stock 
of gold in the National Bank of Sweden 
has risen from under £6 millions to 
nearly £15 millions, the stock of gold 
in the Bank of Norway has risen from 
under £3 millions to nearly £7 millions, 
and the stock of gold in the Bank of 
Denmark has grown from £4 millions 
to over £10 millions, while the amount 
of gold held by the Bank of Holland 
has risen from about £13 millions to 
nearly £60 millions. The Spanish peo- 
ple, too, have derived very great ad- 
vantage from the war. They have sold 
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their produce at high prices and have 
taken payment partly in goods, partly 
in securities and partly in gold. The 
Bank of Spain has thus increased its 
stock of gold from £22 millions prior 
to the war to nearly £88 millions at the 
present time. From the financial stand- 
point the Swiss people have also done 
very well by the war. They also have 
sold their produce at a high level, and 
they probably have had as many foreign 
visitors as ever—these visitors consist- 
ing chiefly of refugees and interned 
combatants. Consequently they have 
been able to purchase large amounts of 
foreign securities and to increase the 
stock of gold in the National Bank of 
Switzerland from under £8 millions to 
over £17 millions. 


AND FINANCIAL EFFECTS OF 
THE WAR 


ECONOMIC 


Thus, from the point of view of pri- 
vate income, of private profit and of 
expansion of banking, the war has 
brought universal prosperity. Never- 
theless, fundamentally, the economic 
and financial effect of the war upon the 
peoples of Europe in the long run must 
necessarily be injurious. Indeed, the 
food production of Europe already 
shows immense contraction, the contrac- 
tion being very great in the enemy coun- 
tries and in Russia. Fortunately the 
curtailment in the productive power of 
the Entente nations has been largely 
offset by the increased food production 
of the Americas, and especially of the 
United States, of India and also of Aus- 
tralia, and consequently the Entente 
nations are able to obtain all the food 
they need to keep them in good health. 
Of course, the curtailment of produc- 
tion other than for war purposes ren- 
ders it necessary for the Entente na- 
tions greatly to expand their imports, 
although their exports show no expan- 
sion or are diminished, and it is in- 
evitable that the war for the time be- 
ing should bring about an entire change 
in the economic and financial situation 
of the Entente powers. In times of 
peace the Entente nations were able to 
lend money to all the world and their 


THE BANKERS MAGAZINE 


trade balances reflect their consider- 
able exports of capital. Now, in war 
the Entente nations have to purchase 
much greater quantities of foreign 
goods than normal, and for these they 
have to pay high prices, and conse- 
quently they are no longer able to lend 
money to foreign countries, but are com- 
pelled to withdraw capital previously 
lent and to settle adverse balances by 
sales of their own securities when no 
other method is practicable. In other 
words, during the war the Entente na- 
tions have become borrowers from the 
world instead of lenders to it. This 
means, of course, that in spite of the 
apparent prosperity of individuals, the 
belligerent nations are mortgaging some 
of their future income to the rest of the 
world in order to finance their present 
requirements. So far, the amount of 
the mortgage, having regard to the 
vastness of their war expenditures, is 
relatively unimportant and no difficulty 
whatever will be experienced in redeem- 
ing this mortgage soon after peace is 
restored. 


AFTER WAR BANKING AND FINANCIAL 
PROBLEMS 


In considering after the war banking 
and financial problems it is essential to 
take into account the fact that the bel- 
ligerent nations have during the war 
borrowed considerable sums of money 
from other countries, and that they will 
desire to repay these loans as quickly 
as the recovery in their productive pow- 
er permits. Further, in considering 
their power to repay these loans after 
the war is over two things must be tak- 
en into account, first, the nature of the 
peace and second the readiness of the 
various powers to codperate in the work 
of reconstruction. A peace bringing an 
economic war after the war and the 
maintenance of armaments is unthink- 
able, for it would impose burdens upon 
all the nations which they would find 
very great difficulty in bearing, having 
regard to the burdens which the war 
will impose. If there were not other 
reasons for a complete and final set- 
tlement of the international difficulties 
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than the financial and economic ones a 
clean peace would still be absolutely 
essential for the world’s financial and 
economic situation demands, a peace in 
which all serious grievances are re- 
moved, and one which will permit all 
nations to codperate with one another in 
the work of reconstruction, and to effect 
a great reduction of armaments. As 
the war aims of the United States and 
the Entente powers are directed to this 
end we may safely conclude that the 
peace when it comes will be entirely 
conclusive and that one need not con- 
sider the financial and economic condi- 
tions which would prevail if competi- 
tion in armaments were to continue and 
if this war were to be followed by an 
economic war. It is clear that this war 
must be continued until a comprehensive 
and complete settlement can be effect- 
ed and until all the nations of the world 
agree to codperate in order to preserve 
peace and to avert any financial or eco- 
nomic dangers arising from the present 


war. 
What then will be the banking and 


financial problems on the assumption, 
indeed on the certainty, that the peace 
will not only be conclusive, but highly 
satisfactory? Will the incomes of the 
Entente and other nations show great 
contraction? Will the Entente nations 
experience any difficulty in redeeming 
their loans to other countries? Will 
Great Britain and France resume their 
position as world bankers, and will the 
young countries, including the United 
States, resume the wonderful progress 
they displayed before the war, not 
merely in income which has shown such 
wonderful expansion during war, but in 
population and productive power? 
Provided that the nature and effect 
of peace create an international, atmos- 
phere of codperation and of friendship, 
the task of restoring the damage caused 
by the war should be an easy one. The 
Entente nations should experience no 
difficulty in repaying their debts to 
other countries, and in a very few years 
should again be supplying great sums 
of capital for the development of the 
world’s natural resources. Since the 
war began British bankers have very 
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largely added to their cash resources on 
the theory that the great expansion in 
deposits was what they termed “bad 
money,” in other words, money that was 
liable to withdrawal as soon as peace 
was restored. Before the war their 
proportion of cash to deposits was 
about fourteen per cent.; according to 
their latest balance-sheets the propor- 
tion of cash to deposits was over eight- 
een per cent. In considering the ques- 
tion of whether or not the immense ex- 
pansion in banking deposits will disap- 
pear when the war is over one has to 
take into account several features, not 
the least important of which are the 
level of commodity prices and the level 
of wages. Generally speaking banking 
deposits are the till moneys of a nation, 
needed to meet current expenses and 
bear a direct ratio to the nation’s turn- 
over. When the income of the British 
nation was about 2,400 millions pounds 
sterling the deposits of the banks of the 
United Kingdom were about 1,000 mil- 
lions pounds sterling, representing a 
proportion to income of about forty per 
cent., and to turnover of probably ten 
per cent. At the present time the de- 
posits of the banks of the United King- 
dom are about £2,000 millions and with 
a national income of about £5,000 mil- 
lions, arising from the great advance 
in prices, wages and profits, the pro- 
portion of banking deposits to national 
income is still only about forty per cent. 
and to turnover about ten per cent. In 
other words, the nation is keeping just 
about the same amount of till money 
in relation to its annual income and to 
its annual turnover as it did before the 
war. 


SHORTAGE IN THE WORLD'S FOOD SUPPLY 


In considering what will arise after 
the war account has to be taken of the 
severe shortage in the world’s food sup- 
ply that will arise, when the demands 
of Germany, Austria, and possibly of 
Russia, are added to the demands of 
the Entente and neutral nations in the 
markets of the world. The shortage of 
food and of raw materials which al- 
ready exists will, it is evident, be still 
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greater when the needs of a larger num- 
ber of powers have to be met. The situ- 
ation, indeed, will be such that every 
possible inducement will have to he 
given to producers in all parts of the 
world to increase their production of 
food and raw materials in the shortest 
possible space of time, and obviously 
prices must be maintained at a level 
high enough not only to induce persons 
already engaged in production to main- 
tain their output, but also to induce 
large numbers of additional persons to 
emigrate to those parts of the world 
where food and raw material can be 
most profitably and most speedily pro- 
duced. Consequently, there is very 
little prospect of any appreciable fall 
in prices, either in food or in commodi- 
ties—war materials excluded—for a 
considerable period after the war. In 
fact, unless the post-war economic situ- 
ation which will arise when Germany 
and Austria come into the world’s mar- 
kets for food is most carefully handled 
and dealt with by coéperative action 
between the nations, a dangerous situa- 
tion may be created by the shortage of 
food and the menace of famine. Thus 
there is not likely to be any considerable 
fall in the prices of food. Much the 
same considerations apply to raw mate- 
rials. Industrial countries cannot fully 
resume work until an adequate supply 
of raw material is available. 
FUTURE COURSE OF WAGES AND PRICES 
Again there is not much doubt about 
the permanence of the rise in wages 
that has occurred in all parts of the 
world. One has to remember that this 
war is a war of democracy against au- 
tocracy and that the conclusion of peace 
is expected to mark the rise of democ- 
racy to the control not only of national 
affairs, but the world affairs. The soli- 
darity of interest that is growing up 
during the war between the world’s de- 
mocracies is likely to become still great- 
er, and when the war is over will prob- 
ably prevent that competition between 
the nations which formerly took the form 


of attempting to secure cheapness of 
production by keeping down the rate of 
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wages. The great interest that has been 
already taken by the working classes in 
Europe in the war and their demand to 
participate in its settlement clearly re- 
flect the wider views now held by these 
classes of world coéperation and their 
appreciation of the importance, not only 
of national organization for the purpose 
of maintaining a living wage, but of 
international organization also. Thus 
the world is faced with the prospect 
that after the war not only will the 
prices of food and raw material be 
maintained at a high level, at any rate 
for some years, but that wages will be 
maintained at relatively high rates. Of 
course, the abnormally high wages 
earned by people engaged in the making 
of munitions, of ships, etc., where some 
workers are reported to be earning 
many times their normal income, are not 
likely to be maintained indefinitely, 
though in certain trades where the pres- 
sure after the war will still be abnor- 
mal, even these very high wages may 
be maintained for a time. These abnor- 
mal wages are, of course, due to excep- 
tional circumstances which sooner or 
later will pass away. It is evident, 
however, that “time” rates of wages, 
which during the war have shown but 
moderate increase, in comparison with 
rates for “piece” work, are not likely 
to show much decline when the war is 
over, and consequently it is clear that 
national incomes are not likely to fall 
back to their pre-war levels. This mat- 
ter is of great importance to bankers, 
both from the standpoint of the ex- 
tent of their deposits and of their hold- 
ings of national securities. With cheap 
commodities and cheap labor the bur- 
den of the interest of war debts would 
be very much greater than it will be 
with the much greater incomes which 
the nations will enjoy in consequence of 
the maintenance of prices and of wages 
and the increased productions these 
will bring. Thus if it were possible for 
the British nation to maintain an in- 
come of over £5,000 millions after the 
war is over with a war debt of say 
£10,000 millions, bearing five per cent. 
interest, the charge of £500 millions for 
interest would bear a proportion of only 
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ten per cent. to the national income. If, 
however, Great Britain’s income were 
to fall back to the pre-war level of 
£2,400 millions the burden of interest 
would reach over twenty per cent. of 
her income. Although it may not be 
possible for Great Britain to maintain 
so great an income as £5,000 millions 
after the war, yet it is obvious that she 
will endeavor to do so not only by rea- 
son of the high prices of commodities 
and of the high rates of wages, but 
because of the effort she must and will 
make to expand her productive power. 
And what applies to Great Britain ap- 
plies to all the belligerents. The or- 
ganization of industry for war has 
brought about wonderful economies in 
methods of production by means of la- 
bor-saving machines and it is obvious 
that the productive power of Great 
Britain and of the other belligerent 
states will show very great expansion 
after the war when an ample supply of 
labor will be available for increasing 
production, including the construction 
of modern machinery. The only diffi- 
culty will be the question of raw ma- 
terial. Here everything possible must 
be done to increase supplies as quickly 
as possible by promoting emigration and 
by providing the capital needed to in- 
crease the world’s supplies, both of food 
and of raw material. This capital will 
be found by the mere fact that the bel- 
ligerent nations of Europe will redeem 
the debts incurred by them during the 
war and due by them to the countries 
which produce food and raw material. 
The repayment of loans to foreign 
bankers and the redemption of Govern- 
ment and other bills now held by them, 
as well as the repurchase of securities 
previously sold, will in the first few 
years after the war supply these coun- 
tries with very large amounts of the 
capital they will need to increase their 
productions. In other words, countries 
which have sold produce against securi- 
ties during the war will be able to 
finance themselves after the war by 
means of the money they have saved 
during the war and which they still 
have to receive from the belligerent na- 
Llons. 
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REDEMPTION OF BANK NOTES ISSUED 


In the foregoing no reference has 
been made to the very large quantity 
of bank notes issued during the war 
in all the belligerent states at the in- 
stance of the various governments. 
What action the governments will take 
to redeem the bank notes when the war 
is over cannot yet be discovered. It is 
obvious that the withdrawal of the notes 
from circulation must be gradual in or- 
der that the transition from war con- 
ditions to peace conditions may be ef- 
fected with the least possible disturb- 
ance. With the credit of the belliger- 
ent states maintained as it will be by 
a satisfactory peace no difficulty would 
be experienced in effecting the redemp- 
tion of the bank notes by a funding 
process, if such a course were desirable. 
What seems likely to happen is that 
the restoration of peace will restore 
complete confidence to the public and 
individuals will no longer desire to 
carry in their pockets great quantities 
of bank notes as they now do. Conse- 


quently, the bank notes will gradually 
accumulate in the banks and will either 
be paid off by the sale of government 
securities or will be cancelled by the 


creation of sinking funds. Probably 
the notes will return to bankers much 
more quickly than it may be possible 
to redeem them out of sinking funds 
and in that case their redemption will 
be effected by bankers exchanging them 
for short-dated government debt. 

The amount of Bank of England 
notes created since the war began has 
increased only from £29 millions to £59 
millions, while the amount of currency 
notes issued by the British Treasury is 
£273 millions. The latter holds against 
the issue £28,500,000 in gold and £251 
millions of securities. In France the 
note circulation has expended from 
£267 millions to £1,191 millions, and 
in Italy from £69 millions to £319 
millions. The note circulation of the 
banks of neutrals has also greatly in- 
creased, that of the Bank of Spain hav- 
ing risen from £77 millions to £120 
millions since the war began and of 
the Bank of Holland from £36 millions 
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to £80 millions. The circulation of 
notes in the enemy countries has shown 
even greater expansion, that of the 
Bank of Germany, including Treasury 
notes and loan notes as well as notes of 
the Reichsbank, having risen from 
£94 millions to £1,112 millions. The 
Bank of Austria-Hungary has ceased 
to issue regular returns, but it is obvi- 
ous that its note circulation has risen 
from £89 millions prior to the war to 
something over a thousand millions ster- 
ling at the present time, including notes 
of all kinds. The country in which 
the issue of notes during the war has 
been most prolific is Russia, where a 
large part of the cost of the war and 
of the revolution has had to be met by 
the printing press. Prior to the war 
the note circulation of the Bank of Rus- 
sia was £168 millions, in October, 1917, 
it was no less than £1,836 millions and 
at the present time the amount is prob- 
ably a long way over £2,000 millions. 
It must not be imagined that even in 
Russia the situation cannot be straight- 
ened out provided there is settled gov- 
ernment which commands confidence 
both at home and abroad, and which de- 
serves and receives the assistance of 
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other nations. With a codperative pol- 
icy between the powers the notes of 
the Bank of Russia could be redeemed 
at a fraction of their face value by 
means of a guaranteed loan, the service 
of which would be well within the pow- 
ers of a reorganized and strong demo- 
cratic government. 

In brief, the solution of all the eco- 
nomic and financial problems that will 
need to be solved at the close of war 
will depend upon the nature of the 
peace and whether the world after the 
war is or is not animated by the spirit 
which is reflected in the war policy and 
in the peace aims of the American peo- 
ple as expressed by their President. If 
that spirit universally prevails and in- 
stead of a policy of antagonism the 
world pursues that policy of codopera- 
tion which would find expression in a 
League of Nations, then no difficulty 
will be experienced in adjusting the 
problems which will arise. If that spirit 
were not to prevail it would be idle to 
discuss either the problems or their 
remedy. But there can and must be no 
doubt as to what the nature of the peace 
will be or as to what policy will be 
adopted when peace is restored. 


British War Finance’ 





By the RT. HON. A. BONAR LAW, Chancellor of the Exchequer 





ADVANCES BY THE UNITED STATES 


HE House will perhaps remem- 

ber that when I presented the 

Budget Statement a year ago 
I pointed out that America had just 
entered the war, and that it would not 
be possible to make any adequate fore- 
cast as to what our advances to the 
Allies would be. I said then that I 
was certain that the Government of the 
United States would assist the Allies 


financially to the full extent of their 
ability, and I am glad to say that that 
expectation has been realized to the 
full. In spite of the assistance of the 
United States our advances to the Allies 
last year amounted to £505,000,000. 
That is taking the face value of the 
obligations and not the cash advanced. 





*From an official statement made to the 
House of Commons and specially furnished to 
THe BANKERS MAGAzINE by the Chancellor of 
the Exchequer. 
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In addition to this the United States 
has advanced to the Allies no less a 
sum during the year than £950,000,000. 
Of this amount approximately £500,- 
000,000 were advanced to us, and 
£450,000,000 to the _ Allies. The 
House will see, therefore, that where- 
as this year we advanced to the Allies 
approximately the same as last year, 
£505,000,000, as against £540,000,000, 
the United States advanced, in addi- 
tion, £450,000,000. That is to say, the 
total advances to the Allies by us and 
by the Government of the United States 
were £955,000,000 as against £540,000,- 
000 advanced by us uivne last year. 
This will show the Committee how 
enormously the financial needs of the 
Allies have increased, and how timely, 
and indeed necessary, was the financial 
assistance which has come from the 
United States. But the Committee will 
have noticed, on the figures I have 
given, that our advances to the Allies 
were in the year approximately of the 
same amount as the advances made to 
us by the Government of the United 
States. This is satisfactory. It means 
that it is only necessary for us to lean 
on the United States to the extent that 
the other Allies lean upon us. In other 
words, after nearly four years of the 
war, we are self-supporting. This is 
important from another point of view 
also, as showing that, in spite of these 
advances, the net amount of indebted- 
ness outside these islands has practi- 
cally not increased. 

The only other item of expenditure 
not included in the Blue Paper is the 
Debt Charge. This amount is put at 
£315,000,000, of which £53,000,000 is 
estimated as being required to meet ob- 
ligations to be incurred during the com- 
ing year. 


BALANCE SHEET FOR 1918-19 


I shall now give the balance sheet 
for the present year. 
The total expenditure we estimate at 


£2,972,197,000. The revenue on the 
existing basis of taxation will be £774,- 
250,000, or an excess over last year of 
£67,000,000. I may add that the esti- 
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mate for next year of the excess profits 
duty is no less a sum than £300,000,000. 
The new taxation which I propose will, 
for the coming year, it is estimated, 
amount to £67,800,000. That will make 
the total revenue for the year £842,- 
050,000, leaving a balance to be cov- 
ered by borrowing of £2,130,147,000. 

I desire to discuss now what seems to 


A. BONAR LAW 
British Chancellor of the Exchequer 


me the most important feature in a 
Budget statement at the present time— 
that is what our position will be at the 
end of the year on a peace basis, and 
following the rule which was originally 
introduced by my predecessor. That 
rule implies that at the end of the 
budget year we shall have revenue suffi- 
cient to meet all normal expenditure 
and the debt charge without new taxa- 
tion or new borrowing. I venture to 
say that whatever difference of opinion- 
ion there may be on other aspects of 
finance, no one will doubt that as long 
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as it is humanly possible for the coun- 
try to live up to that standard it is our 
absolute duty to see that it is carried 
out. Starting on this basis, this is the 
calculation: Our pre-war expenditure 
was £173,000,000, excluding service of 
debt, but it is evident that, apart from 
the debt charge, we must add a large 
item to that amount. There is the 
amount required for pensions, which at 
the end of the year cannot fall far short 
of £50,000,000. There is the addition 
which the House has already sanctioned 
for education. There is the normal 
growth which has taken place, even 
during the war, owing to a variety of 
causes due to the war, and there must 
be other expenses for which some al- 
lowance ought to be made. I have, 
therefore, added to the pre-war expen- 
diture a total sum for these purposes 
of £97,000,000, which seems to me ade- 
quate in this calculation. That will 
make our expenditure, apart from the 
debt charge, £270,000,000 per annum. 


NATIONAL DEBT 


come to the debt. The na- 
tional debt, from the estimates I have 
submitted to the committee, will, at the 
end of the present year—3Ist March, 
1919—amount to £7,980,000,000. Pre- 
viously in counting our liabilities I have 
deducted altogether the advances to the 
Allies and to the Dominions. I do not 
propose to take that course to-day. We 
cannot ignore what has happened in 
Russia, though even now I do not ad- 
mit, and do not believe, that we should 
regard the debt of Russia as a bad debt, 
because sooner or later, in spite ot 
what is happening now, and whether 
Russia should or should not be divided, 
there will be an ordered Government in 
that country. The natural resources of 
Russia are great. Those resources can 
only be exploited with the aid of capi- 
tal, and, whenever there is a Govern- 
ment, foreign capital will be required, 
and they will realize that it will be un- 
obtainable unless previous debts are 
paid. It is very necesary, I think, in 
dealing with the national accounts, to 
treat them in the same way as a busi- 
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ness firm would treat its own accounts, 
and for the time being we must make 
allowance not only for what is happen- 
ing in Russia, but for the possibility 
that at the time the war ends we may 
not be able to rely on receiving imme- 
diately the interest due to us by all our 
Allies. In making this calculation, 
therefore, I propose to take off half 
the debt of the Allies as if that were 
our liability. At the end of next year 
the total debt due by the Allies to us 
will be £1,632,000,000. I propose to 
deduct half of that, namely, £816,000,- 
000. I deduct also the debt due by the 
Dominions in full, £244,000,000, and 
the obligation of India in full, £64,- 
000,000, making a total of £1,124,000,- 
000. That would make on this basis a 
debt for which we would be liable of 
£6,856,000,000, and I will say in pass- 
ing—I have not mentioned it before— 
the gross amount of our national debt 
at the end of last year was approximate- 
ly £5,850,000,000, or, taking it in the 
same way, £4,926,000,000 net liability. 
The amount of our liability at 31st 
March next will be, as I have said, on 
this basis, £6.856,000,000. Take 51% 
per cent. on this amount as the rate of 
interest and sinking fund, the total 
comes in round figures to £380,000,000. 
This, added to the normal expenditure, 
makes a total amount to be paid out 
of revenue of £650,000,000. How is 
that to be met? Taking the existing 
taxation alone, my advisers have given 
me as an estimate £540,000,000. They 
have made that estimate carefully, but, 
of course, it does include a recovery 
from the absence of war conditions. It 
includes recovery of customs and excise 
and some increase in inland revenue. 
As regards the latter, the income on 
our gross debt itself adds to the revenue 
we receive, but, however conservative 
that estimate may be, it is obvious that 
mistake is possible, though, as I have 
said, it has been made with the utmost 
care, and on the whole on a conserva- 
tive basis. Taking this estimate, there 
remains a deficiency to be met, if we 
are to fulfill the conditions which I have 
laid down by new taxation on the full 
vear, of £110,000,000. We become so 
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used to these enormous figures that pos- 
sibly we can hardly realize what this 
means; but the committee will realize 
when I remind them that this addition 
to taxation which I propose this year 
is something well over sixty per cent. of 
the total tax revenue in the last year 
before the war. To make good this 
deficit of £110,000,000, I shall propose 
new taxation which in a full year will 
bring in £114,000,000, without taking 
account of another tax for which I have 
made no estimate, and to which I shall 
refer later. 


NATIONAL ASSETS 


Now that is the position on that ba- 
sis. I think the House will recognize 
that it is a fair estimate, but our posi- 
tion is really better even than these fig- 
ures show. In the first place, the In- 
land Revenue, in their estimate of the 
result of existing taxation, took no ac- 
count whatever of the excess profits 
duty, but that duty, as I have pointed 
out, is expected to yield next year 
£300,000,000. On the assumption, 
which may last for half an hour, of the 
income tax remaining at 5s., the income 
tax on what is now charged to excess 
profits duty would represent £75,000,- 
000. Of course, that must be prob- 
lematical. It depends on the state of 
trade and credit, but I think I am quite 
safe in assuming that that amount 
which was left out of their estimate is 
more than sufficient to counterbalance 
any possible error they have made in 
the estimate of existing taxation. But 
there are other items. I stated on one 
of the recent votes of credit that be- 
fore the budget came on I should en- 
deavor to obtain a clear list of un- 
doubted assets of the nation to-day. I 
have done it. They are divided into 
three categories. The first category 
consists of balances with our financial 
agents, of debts due by our Allies and 
Dominions—not loans, but in respect of 
goods or services which we have sup- 
plied to them, and where the amount 
is regulated as soon as the accounts 
‘an be completed—and, in addition, 
commodities, including food stuffs and 
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things of that kind which are bought 
to be resold. The total amount under 
this category is no less than £375,- 
000,000, and it is not taken at cost. 
This amount is arrived at after careful 
calculation as to what could reasonably 
be expected would be obtained from it. 
I think the House can safely take that 
as an asset upon which we can absolute- 
ly rely. 

The second category of assets con- 
sists of land securities, buildings, and 
ships. Here, again, the calculation 
given to me is not at cost. It is an es- 
timate of the amount which can reason- 
ably be expected to be realized on sale. 
The estimate is a conservative one, and 
again I think this amount can be taken 
at its face value. It is £97,000,000. 
Then there is a third category, made 
up of stores of all kinds, chiefly in the 
Munitions Department. It includes, 
however, war materials the selling value 
of which is doubtful. This item is 
taken at cost and the figure given to 
me is £325,000,000. It is obvious that 
the selling value under this category is 
very uncertain, but I think I am safe 
in assuming that it will be worth at 
least £100,000,000. That brings the 
total amount of assets to £572,000,000. 
But this calculation was made only to 
the end of last year. This kind of pil- 
ing up of assets will be going on during 
the year, and estimates are made for it 
in the budget. I am safe, therefore, in 
assuming that there will be at least an 
additional £100,000,000 at the end of 
the current year. That will mean a 
total of assets of this kind amounting 
to £672,000,000. 

But there is another and a bigger 
item. When the excess profits duty 
comes to an end—this calculation is 
made on the assumption, which I am 
sure will prove correct, whatever Gov- 
ernment or House of Commons is then 
existing, that the duty will be allowed 
to go on until the end of the account- 
ing period after peace is declared—on 
this assumption the total amount of 
income due from the excess profits duty, 
if the war ends at the end of the current 
year, would be in the following and 
subsequent years no less than £560,- 











504 THE BANKERS MAGAZINE 


000,000. But, as the committee knows, 
this tax has always been treated, both 
by my predecessors and by myself, as 
one which should be adjusted, to some 
extent, over the whole period. It is 
possible, therefore, that deductions 
might be necessary from that amount, 
but I think I am safe in assuming that 
we can count on additional revenue from 
this source of £500,000,000. This 
makes a total of these assets, including 
arrears of taxation, £1,172,000,000, or 
between £300,000,000 and £400,000,- 
000 more than the total amount for 
which we have taken credit in the obli- 
gations of our Allies to us. 


WAR EXPENDITURE OUT OF REVENUE 


There is one other fact intermixed 
with the accounts which, I think, will 
interest the Committee, and that is the 
proportion of our expenditure which 
has been borne out of revenue. So far 
up to the end of last year, 31st March, 
1918 (four years), the proportion of 
total expenditure borne out of revenue 
was 26.3 per cent., and for the year 
1917-18, alone, it was practically the 
same figure. For 1918-19, on the esti- 
mates which I am now submitting to 
the House, the proportion of total ex- 
penditure met out of revenue will be 
28.3 per cent., and the proportion cal- 
culated over the whole period to the 
end of the current year (five years) will 
be 26.9. But perhaps some honorable 
members will recollect that last year 
a distinction was drawn between the 
proportion of total expenditure and the 
proportion of war expenditure. The 
calculation was made on the basis of 
deducting on each side £200,000,000 as 
representing the normal expenditure 
and revenue and leaving out the ad- 
vances to the Allies and Dominions. I 
shall give the figures calculated in this 
way, though, as a matter of fact, I 
think the proportion of total expendi- 
ture is the more natural and more im- 
portant way of looking at it. Taking 
that method of calculation, the propor- 
tion of war expenditure, met out of 
war revenue, up to 31st March, 1918— 
that is, four years—was 21.7 per cent. 
For the year 1917-18 alone it was 25.3 


per cent. For the current year it will 
be 26.5 per cent., or, for the whole pe- 
riod up to the end of the current year 
(five years), it will be 23.3 per cent. 

I shall conclude this section by stat- 
ing the total amount which has been 
raised by war revenue. The total war 
revenue raised up to the end of last 
year was £1,044,000,000. On the ba- 
sis of the estimates now before the 
House by the end of the current year it 
will have reached £1,686,000,000. 


GERMAN FINANCE 


Perhaps—although it is not absolute- 
ly necessary, for it does not come into 
the financial statement—the House 
would like me to make a contrast, so 
far as I am able to do so, between our 
financial position and that of Germany. 
It is not easy to make this calculation. 
Our figures throughout have been pre- 
sented with the object of showing quite 
clearly what is our financial position. 
That has not been the object of Ger- 
man financial statements. It is, there- 
fore, difficult to make an exact state- 
ment, but in what I am going to say 
to the House I am taking the German 
estimates at their face value—taking, 
that is to say, the statements of the 
German finance ministers themselves. 

The first point is as regards the in- 
crease of expenditure. We have all 
been alarmed, and justly so, at the rate 
at which our expenditure has steadily 
grown. It is true also of Germany. 
Up to June, 1916, as we were told by 
the German Finance Minister, their 
monthly expenditure was at the rate of 
£100,000,000. It has now, by their 
own statement, risen to upwards of 
£187,000,000. That means that their 
daily expenditure is £6,250,000—almost 
the same as ours—although our expen- 
diture includes such items, for instance, 
as separation allowances and other mat- 
ters of that kind borne by the states 
and municipalities in Germany, and 
which are not taken into account in the 
German figures. 

The second point of German finance 
to which I wish to direct the attention 
of the House is their war debt. Their 
last vote of credit, which was estimated 
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to carry them on to June or July, brings 
the total amount of all their votes of 
credit to £6,200,000,000, and, as I shall 
show, it is at least certain that that 
amount has been added to their war 
debt. That is certain, because their 
taxation has not covered peace expendi- 
ture, and in addition, their debt charge. 
Up to 1916 they imposed no new taxa- 
tion. In 1916 they imposed a war in- 
crement tax, taking something in the 
nature of a capital levy, which is stated 
to have brought in £275,000,000. They 
added also that year £25,000,000, nomi- 
nally, to their permanent revenue. In 
1917 they added, in addition, £40,000,- 
000 to their permanent revenue. As- 
suming, therefore, that their estimates 
were realized, the total amount of new 
taxation levied by them since the begin- 
ning of the war comes to £365,000,000, 
as against our £1,044,000,000. This 
£365,000,000 is not enough to pay the 
interest upon the war debt which had 
been accumulated up to the end of the 
year. 

Look at the third consideration in re- 
gard to their finance. Consider what 
their balance sheet will be a year hence 
on the same basis on which I have put 
ours. Their war debt at that time will 
be not less than £8,000,000,000. The 
interest on that will be at least £400,- 
000,000; sinking fund at 1% per cent. 
will be £40,000,000; their pension en- 
gagements, which, of course, must be 
much higher than ours, have been esti- 
mated at various amounts. Some give 
it as high as £200,000,000. I am sure 
I am within the mark in saying that by 
the end of the year that amount will 
be at least £150,000,000. Their normal 
pre-war expenditure was £130,000,000. 
That makes a total expenditure of 
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£720,000,000. Their pre-war revenue 
was £150,000,000. They have an- 
nounced their intention of this year 
raising additional permanent Imperial 
revenue amounting to £120,000,000. 
From the nature of the taxes it seems 
very difficult to believe that this amount 
will be realized, but, assuming that it 
is, it will make their total additional 
revenue £185,000,000. That, added to 
the pre-war revenue, gives a total of 
£335,000,000, showing a deficit at the 
end of this year, comparing the revenue 
with the expenditure, of £385,000,000 
at least. If that were our position, I 
should certainly think that bankruptcy 
was not far from the British Govern- 
ment. 

But there is something else in con- 
nection with their taxation worthy of 
note. With the exception of the incre- 
ment war tax, to which I have referred, 
scarcely any of the additional revenue 
has been obtained from the wealthier 
classes in Germany. Taxation has been 
indirect and on commodities which are 
paid for by the masses of the people. 
The lesson to be drawn from these facts 
is not difficult to see. The rulers of 
Germany, in spite of their hopes of an 
indemnity, must recognize that financial 
stability is one of the elements of na- 
tional strength. They have not added 
to their financial stability. The rea- 
son, I think, is largely psychological. 
It is, in the first place, because they 
do not care to add to the discontent by 
increased taxation all over the country ; 
but it is still more due to this, that in 
Germany the classes which have any 
influence on or control of the Govern- 
ment are the wealthier classes, and the 
Government have been absolutely 
afraid to force taxation upon them. 
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New York as a Financial Center after 





the War 





By FRANK. A. VANDERLIP 





I’ requires no prophet to see that the - 


position of New York in world 

finance after the war will be very 
different from what it has been in the 
past. The enormous sums which we are 
lending to the Allied Governments of 
Europe, after buying back most of their 
holdings of American securities, make it 
certain that in financial affairs we shall 
be a creditor nation on a large scale. 
The amount of interest coming to us 
will greatly exceed the amount of in- 
terest we will have to pay. But that 
alone will not establish New York as 
the principal financial center of the 
world. The regularly accruing credits 
due us from other countries will un- 
doubtedly give us the resources to con- 
duct world operations, but are we pre- 
pared in every way to assume leader- 
ship in finance? 

What are we going to do with these 
credits; how is the account to be 
squared? The interest payments on ac- 
count of the foreign government loans 
will be made to the United States Gov- 
ernment and thence distributed to the 
millions of people who have bought 
United States Government bonds. Al- 
though these people have indirectly sup- 
plied the credit, they have had no direct 
dealings with the foreign governments. 
They have made the loans to their own 
Government, and while this is the only 
way these vast sums could be raised, it 
has had but slight educational influence 
in training us to become cosmopolitan 
investors. These interest payments 
from abroad cannot be settled by gold 
remittances; the gold cannot be had. 
Moreover, the steady accumulation of 
gold in this country, added to the great 
stock we already have, would raise 
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prices here and cut off export trade. 
There are only three ways in which 
these foreign credits can be settled, to- 
wit: with gold, with goods, or with se- 
curities. We shall have to be careful 
how we rapidly increase our importa- 
tions of foreign goods or there may be 
injurious effects upon home production, 
so there remains only one method by 
which we can collect these credits with- 
out inflicting injury upon ourselves, 
and that is by continually investing 
them abroad. We will not be actually 
collecting them in this case, in the sense 
of bringing them home, but we will be- 
come owners of foreign enterprises, the 
net profits from which we will continue 
to invest abroad. By this means we 
can not only employ these credits ad- 
vantageously, but use them as agencies 
by which our foreign trade may be 
promoted. But will we quickly develop 
a market here for foreign securities, 
sufficiently large to absorb these credit 
balances? 


MUST BECOME A MONEY-LENDING 
COUNTRY 


The idea is frequently advanced that 
Great Britain and France will soon be 
able to buy back their obligations from 
this country, the normal tendency being 
for every country’s obligations to gravi- 
tate to the home market. But if it is 
a problem how they can build up credits 
enough in this country to offset the in- 
terest payments, it is a still greater 
problem how they can create the credits 
to cancel the principal of the debt, un- 
less we take securities representing 
properties in other countries. The logic 
of the situation seems to compel us to 
be in the future a great money-lending 














THE BANKERS MAGAZINE 


But even that will not of it- 


country. 
self establish New York as the financial 
center of the world in the same sense 


that London has been in the past. Lon- 
don has been the leading discount mar- 
ket, the place where the current trade 
of the world was financed. Its pre- 
éminence in this respect has been due to 
several influences, all closely related 
to each other. Its geographical posi- 
tion off the coast of Europe has been 
fundamental, and the leadership of 
England in industrial development has 
also been a basic factor. Resulting 
from these are its great shipping in- 
terests and its development as a trad- 
ing nation. Superior mail and cable 
communications have much to do with 
establishing a trading center, and al- 
though it may be said that these can 
be provided elsewhere, it is not easy to 
shift trade out of old channels upon 
even terms. If London is in a superior 
geographical position for doing a world 
business, it will not lack capital to han- 
dle the business, for American capital 
will go there for employment. Our 
credits, created by these loans, and 
which we are puzzled to know how to 
bring home, may be employed in Lon- 
don. We may lend money to Russia, 
China or South America and draw on 
our credits in London. 


MUST LOOK FOR WEALTH BY CREATING IT 


The construction work done all 
around the world for American inves- 
tors may be done with materials made 
in England, and paid for by drafts on 
our London credits. If materials and 
labor are cheaper in England than in 
the United States, this would be the 
natural course. It would do no good to 
bring gold here in settlement of the 
credits, assuming that it could be ob- 
tained, because the attempt to employ 
more gold and more bank credit in 
his country would drive wages and 
prices higher, thus making it more diffi- 
ult for goods and equipment to be ex- 
iorted from here. 

It will be seen that it is going to be 

delicate task to use these credits 
vhich the war has created in such ways 
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as to create preéminence for New York 
as a financial center where world trade 
is actually carried on and financed. 
Trade must be developed, and to do 
this the organization and facilities must 
be created. We must turn our eyes 
abroad and learn to be investors and 
traders the world around, and to corre- 
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late our industries with those of other 
countries on a fair exchange basis. We 
cannot go over the world extracting 
honey and storing it in our hive, for 
the world’s trade must be kept in bal- 
ance. We must look for wealth by 
creating it, or helping others to do so, 
and by making others better able to 
trade with us. We must depend for 
supremacy at last upon qualities of 
leadership and the ability to produce 
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goods as efficiently as it is done any- 
where, otherwise even our own capital 
will be used to finance other trading 
centers and other industrial countries. 
Economy and superiority in production 
have been the basis of England’s de- 


velopment, of Germany’s progress and 
of our own industrial achievements. 
The ‘sudden fortunes of war will not 
change the rule, although they have 
given us a great opportunity to achieve 
a commanding position. 


Our International Banking in War Time 





By ALEXANDER D. NOYES 





As financial editor of the New York “Evening Post” and author of “Forty Years of American 
Finance,” Mr. Noyes has attained a high reputation for his knowledge of banking and finance. 


ONDITIONS which the war has 
> created in American banking, 

both as regards its domestic po- 
sition and as regards its relations to 
the international market, have differed 
widely from those which arose with us 
in other wars, and from those which 
have arisen in other countries during 
this present war. Underlying financial 
and economic circumstances have been 
unlike what they were when the United 
States went to war on any previous oc- 
easion. In 1812, for example, our 
financial markets, and indirectly our 
banking system, were so completely de- 
pendent on England that the severing 
of relations crippled the power of our 
banks and, with the progress of the 
war, threw the country back into a very 
erude and financially disastrous experi- 
ment with paper money. The Mexican 
War of 1846, which cost us hardly $30,- 
900,000 per annum, and which had no 
bearing on our political or financial re- 
lations with other powers, did not af- 
fect the banking situation at all. 

In the Civil War our banking trans- 
actions with the outside world, like our 
barking transactions at home, were 
deeply affected by our suspension of 
gold payments and our recourse to gov- 


ernment fiat money. Our dealings with 
other nations were not physically im- 
peded by the conflict, in which no Eu- 
ropean power was engaged. But, since 
all foregn transactions had to be con- 
ducted on a gold basis, the problem of 
the open market gold premium and of 
the fluctuation of foreign exchange be- 
came an extremely troublesome element 
in the affairs of international banking. 

Those influences, moreover, continued 
during a number of years after the war. 
On the other hand, our war with Spain 
in 1898, occurring as it did at a mo- 
ment of very rapid revival in American 
prosperity, and with the balance of our 
export and import trade shifted so sud- 
deniy in favor of this country as to give 
us command of the foreign money mar- 
kets, created a simple problem for 


American banking. During the month’ 


or two before war had been declared 
but when it appeared inevitable, our 
banks drew $60,000,000 in gold from 
European banks to fortify home re- 
serves. At New York the gold holdings 
ef the associated banks rose from $114,- 
900,000 in February to $186,000,000 
at the end of May, and the surplus re- 
serve from $20,800,000 to $62,000,000. 
The call money rate on the Wall Street 
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market, which had gone no higher than 
five per cent. even in the first uncer- 
tainty of war, remained below two per 
cent. during the conflict itself. 

Our situation in the field of interna- 
tional banking at the outbreak of the 
present European war resembled that 
of 1898 rather than that of any previ- 
ous American war. The United States 
was still, as it had been in 1898, a large 
debtor to Europe on account of Ameri- 
can securities held abroad. On both 
occasions there was the chance of sud- 
den realizing on such holdings by Eu- 
rope, on such a scale as to create a 
new and altogether dangerous situation 
in our international finance. As a 
matter of fact there was no real prob- 
ability of such a turn in events in the 
Spanish war, unless in the barely con- 
ceivable case of our becoming embroiled 
with another European power friendly 
to Spain. Financial Europe never as- 
sumed such an outcome to be within the 
beands of possibility. We know to-day 
thai our relations with Germany did ac- 
tually reach a critical stage during 
Dewey’s occupation of Manila Bay and 
as « result of the conduct of the Ger- 
man admiral—conduct which had been 
presumably encouraged by his superiors 
at Berlin. But the American and Euro- 
pean financial communities never 
learned of that episode until it was 
over. 

In 1914 we were not ourselves at 
war; but we seemed to be menaced with 
the economic upheaval which would 
have come with our own participation. 
Prospect of overwhelming liquidation 
of American holdings by the European 
markets was extremely definite—with 
what results in our banking situation, 
no one knew. The manner in which our 
international banking position was 
brought into shape in the autumn of 
1914 is a chapter in our banking his- 
tory which, though it now seems very 
far in the past, constitutes a highly 
important link in the chain of events 
which has led to the present situation. 
That episode may be briefly summar- 
ized as having been made up, first, of 
our voluntary shipment to Ottawa, 
under the auspices of a syndicate of 

4 





American banks, of gold to pay for the 
$86,000,000 New York city notes ma- 
tuing abroad in the autumn of 1914; 
second, of the forming of a further syn- 
dicate, with a call on $100,000,000 gold 
io use in adjusting through further 
shipments, whenever necessary, the un- 
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favorable balance of our exchange on 
Europe. 

The result of this notably coura- 
geous action was soon witnessed in 
the return of sterling exchange rates 
during October to a normal footing; 
followed in due course by reversal of 
the movement of gold, with a subse- 
quent importation of the precious metal 
into the United States, quite unprece- 
dented in magnitude—amounting to 
$45 1,000,000 in the calendar year 1915, 
to $686,000,000 in 1916, and to $500,- 
000,000 in the first seven months of 
1S:7—before the movement, for rea- 
sons which I shall discuss later, was 
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tcversed. Nothing is more certain than 
that the present strength of our bank- 
ing position is very largely an outcome 
of this episode in international bank- 
ing and in the international gold mar- 
kets of 1915, 1916 and the early part 
of 1917. 


ECONOMIC EFFECTS OF OUR ENTRANCE 
INTO THE WAR 


The interest of the financial reader 
vi today converges chiefly on the eco- 
nomic effects which have followed our 
own entry into the European war. — It 
is my purpose in this article to direct 
discussion particularly to the phenom- 
ena of that period. It will be advis- 
able, however, to review as briefly and 
comprehensively as may be the course 
of our banking history and of our in- 
ternational banking relations between 
the beginning of 1915 and our declara- 
tion of war in April, 1917. Only by 
such a retrospect will it be possible to 
obtain adequate comprehension of what 
has happened during the subsequent 
year and a half. 

The inflow of gold which began in 
quantity during March,- 1915—which 
rose from the $25,000,000 of that month 
to $139,000,000 in March of 1917, and 
of which about nine-tenths came from 
England's reserves, drawn from the 
Transvaal and from the Bank of France 
and sent to us through Canada—result- 
ed primarily, as every one knows, from 
our enormous excess of exports of mer- 
chandise over imports. These condi- 
tions, which were the governing influ- 
ences during our period of neutrality, 
had far-reaching effect on both home 
and international banking. So immense 
was the balance of merchandise trade 
against the European Allies—the ex- 
cess of our exports in 1915 to England 
and France was $1,350,000,000, as 
against $334,000,000 in the year before 
the war—that even the gold remittances 
failed to offset it on exchange. 

By September of that year the rate of 
New York exchange on London, which 
normally could not go below, say, 4.82, 
had fallen to 4.48. This was perhaps 
the lowest rate for actual transactions 


in the history of the sterling market, 
and it represented a depreciation of 
eight per cent. Exchange on Paris, for 
which the par was 5.1814 francs to the 
dollar, had gone to 6.03. The entire 
machinery of our trade and finance with 
these two great foreign markets had 
beer deranged. Quite aside from the 
cifect on foregn credit, the result of 
these violent fluctuations in the ex- 
change rate with our principal foreign 
customers threatened the most awkward 
consequences to the business of the 
American exporter and importer. 

The condition was met according to 
the rule and practice of the foreign ex- 
change market, but this time on a quite 
unprecedented scale, by the offer of se- 
curities on the part of the Allied Gov- 
ersments to American investors; the 
obvious purpose being to establish New 
York credits which might be drawn 
upon in paying for food and munitions 
purchased in America, by which process 
iiic selling bills of exchange to settle 
for them were dispensed with. In 1915 
there was placed on the American in- 
vestment markets the $500,000,000 
joint loan of England and France, sup- 
plemented by a $50,000,000 bankers 
eredit, and in 1916 our investment mar 
ket took $550,000,000 of secured loans 
of the United Kingdom, $100,000,000 
in a loan of the French Republic, and 
$110,000,000 in loans of the French 
cities. With these credits established in 
America, sterling exchange returned to 
a much smaller discount from parity— 
a discount which measured approximate- 
ly the increased cost which gold ship- 
ments in payment would have necessi- 
tated, and at that rate, somewhere be- 
tween 4.75 and 4.77, the rate of ex- 
change on London was “stabilized” by 


the American banks during the next . 


three years. 

But in addition to this huge absorp- 
tion of securities issued by foregn gov- 
ernments, the money markets had to 
take care of immense repurchases of 
our own securities, sold back to us by 
European investors. Mr. Loree’s care- 
ful estimate, made in codperation with 
the Federal Reserve Board, ascertained 
that during the eighteen months ending 
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in July, 1916, there were sold on the 
American market no less than $1,288,- 
000,000 of foreign holdings of Ameri- 
can railway securities alone. It was 
estimated that this represented approx- 
imately one-half of the total of such 
securities held abroad when the war be- 
gau, and the probability was recognized 
that, if industrial securities similarly 
soid had been included, the total of 
such resales to the American market 
would have mounted up to the neigh- 
borhood of $2,000,000,000. 

There was a feeling in banking quar- 
ters, early in this movement of liquida- 
tion, that it was not advisable to 
leave the sales entirely to the discre- 
ion of individual foreign owners. The 
desirability of regulating the movement, 
both with a view to the American in- 
vestment market’s condition and with 
a view to the judicious use of such 
sales to protect the sterling exchange 
market, appeared so strong that, 
early in 1916, the British Government 
requested its citizens to sell or lend to 
the British Treasury their holdings of 
American and other foreign securities. 

This done, the Government was to 
manage the disposition of them on the 
market. When tenders of such securities 
by their owners slackened, the unusual 
step was taken of increasing by ten per 
cent. the high British income tax, in all 
cases where the income was derived 
from such securities. A very large 
amount of American stocks and bonds 
came into the Government’s hands as 
a result of this expedient. They were 
used at first in sales from time to time 
when the sterling market at New York 
seemed to need support. But they were 
also presently employed as collateral 
security on the war loans placed by the 
belligerent governments in the Ameri- 
can market. 

So strong, however, did the New 
York bank position remain in face of 
these huge demands, that our market 
not only subscribed during 1915 and 
19'6 to something over $1,000,000,000 
in new issues of American corporations, 

underwrote freely the loans of neu- 
countries. As a result of the driv- 
of Germany from the sea and the 
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handicapping of the export business of 
England and France, our trade with 
these neutrals was increasing very rap- 
idiy. To South America, for instance, 
our exports in 1915 surpassed all previ- 
ous records, and they increased $86,- 
000,000 further in 1916 and $92,000,- 
000 in 1917. The value of our wartime 
exports to Asia and Australasia also by 
1916 reached a value more than double 
any previous record. 

Here again there opened a highly im- 
portant field for American banking. 
Trading in acceptances, based on the 
discounting for the American merchant 
of a draft sent forward to him against 
his shipment of merchandise to a for- 
eign port, made its first appearance on 
a large scale in the field of American 
finance. As every banker knew, this 
had been for generations the peculiar 
oftice of the Lombard Street banks and 
discount houses. It had in large meas- 
ure served to create for London the po- 
sition of that city as the central mar- 
ket of the world. At the end of 1916 
it was stated by the Federal Reserve 
Board that the amount of such dis- 
counted bills in the hands of American 
banks and bankers had reached the re- 
spectable sum of $100,000,000. 

These new banking activities were 
the obvious basis for the belief, which be- 
gan very generally to prevail during 
1916, that New York had actually dis- 
placed London as the world’s money 
center. They were in fact one economic 
phenomenon of this war, whose sequel 
on return of peace will unquestionably 
go to make up one of the most interest- 
ing periods in all of the world’s finan- 
tial history. Greatly as the position of 
our banking community in regard to the 
outside world has changed since the 
United States went to war itself, it may 
be doubted if the relative position, say 
of England and America, is any less 
radically changed from that of years 
before the war than it was in 1915 and 
1916. 


GUR CHANGED BANKING AND FINANCIAL 
ACTIVITIES 


Such, briefly summarized, was the po- 
sition of American banking in the in- 
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ternational field when Germany's repu- 
diation of her pledges regarding sub- 
marine warfare, at the end of January, 
1917, forced the United States to break 
oft relations with the German Govern- 
ment, and then, on April 7, to declare 
war on Germany. With that action, the 
scope and direction of American bank- 
ing activities were radically and inevi- 
tably changed. 

irst of all, the function of providing 
funds for the European, belligerents in 
this country, whereby purchases from 
America might be paid for without re- 
course to the exchange market, was 
transferred from private investors to 
the United States Government itself. 
But this removal of private banking re- 
sponsibilities was more than offset 
through the new demands imposed on 
credit by the successive war loans of 
$2.600,000,000, $3,000.000,000, and 
$4,000,000,000, all within the space of 
a year and a half—a larger requisi- 
tion on investment funds than had 
yet occurred in any belligerent na- 
tion. This process naturally and im- 
mediately led to enforced liquidation of 
bank loans to home industries ; the Gov- 
ernment first taking into its own hands, 
in connection with Government opera- 
tion of the railways, the providing of 
capital for their necessities, and then, 
through the Government owned War 
Fiance Corporation, advancing nec- 
essary funds to many other industries. 
The burden on the banks was to that 
extent relieved, but the relief really 
amounted only to change in the form 
of requisition. 

What happened under these condi- 
tions to the banks? The era of large 
surplus reserves was over. From the 
week in April when the United States 
went to war, loans in New York banks 
increased before the close of 1917 to 
$3,662,000,000, and went to $4,838,- 
000,000 in 1918. Surplus reserves, 
which in 1915 had been up to $224,- 
000,000, fell at one time, on September 
1, 1917, to $12,300,000. Meantime an- 
ether process, the calling of gold from 
bank vaults into the Federal Reserve as 
security for the deposit liabilities and 
note issues of that system, reduced such 


gold holdings at the New York banks 
from $400,000,000 to less than $10, 
000,000. 

The process of increasing the reserve 
kept by the private banks with the Fed- 
erai Reserve Bank then became impor- 
tant. On April 7, 1917, that reserve 
was $250,000,000; at the end of 1917 
it was $561,000,000. Rediscounted 
bills at all the twelve Federal Reserve 
Banks rose from $18,000,000 in April 
of 1917 to $680,000,000 at the end of 
1917 and to $1,393,000,000 in August 
of 1918. Along with this came expan- 
sion of the Federal Reserve note cur- 
rency, which was $376,000,000 when 
we went to war, but which crossed the 
$2,000,000,000 mark in the third week 
of last August. I shall not pause to dis- 
cuss the economic meaning of this cur- 
rency expansion, further than to say 
that the notes largely replaced gold coin 
and certificates formerly in circulation, 
and that the gold reserve maintained 
against them remained unusually high. 

Gold holdings of the Federal Reserve 
Banks, chiefly derived from bank re- 
serves, rose from $565,000,000 in April, 
1917, to $2,003,000,000 in August, 
i9i8. It is true that at the earlier date 
the outstanding note circulation was vir- 
tualiy secured dollar for dollar with 
gold, whereas last August the gold re- 
serve against outstanding notes, after 
allowing for the minimum reserve 
against outstanding deposits, was only 
7334 per cent. But this last named 
ratio was far greater than in any other 
note issue system of the world outside 
the Bank of England, and that bank’s 
system restricts its issue to a gold re- 
serve always equal to outstanding notes. 

Furthermore, it must be remembered 
that the Government had no hand in 
‘forcing’ the Federal Reserve circula- 
tion. It was not put out, directly or in- 
directly, to pay the government’s war 
expenses—as in France and Russia. A 
member bank had the option, under the 
law, of using its credits at a Federal 
Reserve bank, either to increase its own 
reserve or to take out circulating notes. 
Increase in reserves would operate 
most immediately to strengthen the 
member bank’s own position. If, then, 
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it chose to take the notes, it was clear- 
ly to be presumed that the action was 
iaken in response to customers’ actual 
requirements. 

The much-discussed argument as to 
existence of “inflation” as a result of 
our wartime finance lies in the main 
outside the question of international 
banking. It has developed wide differ- 
ence of opinion even among competent 
economists, and events have not moved 
exactly as was predicted, or, indeed, 
2s they were supposed to be actually 
moving. Reports of the Federal Re- 
serve Banks in the late summer of 1918, 
for example, gave little indication of the 
wholly abnormal volume of borrow- 
ings from banks to pay subscriptions to 
the $4,600,000,000 war loan of May, 
which had been supposed to exist. Fur- 
ther than this, the question whether bank 
loans contracted for the sake of sub- 
scription to the Government war issues 
were themselves a cause of inflation, 
elicited equal disagreement among the 
experts. By many it has been alleged 
that, since such loans would actually 
reduce the total sum of credit avail- 
able for loans on purely commer- 
cial operations (whereby merchan- 
dise might be held for a higher price), 
they could not possibly exert that 
influence. It is an interesting fact that 
the committee of an important economic 
association, appointed to consider the 
question, divided so completely in opin- 
ion as to prevent the making of any 
iormal report. 

The incident of our wartime panic 
experience which did affect our interna- 
uonal relations was the early change in 
direction of the gold movement. Dur- 
ing the first six months of 1917 our 
excess of gold imports was $275,000,- 
000. During July this was replaced by 
a surplus of gold exports amounting to 
$1,000,000, and in the six last months 
of 1917 the total export excess footed 
up $88,000,000. The heavy gold ship- 
ments of that period went mostly to 
Spain and Japan, which, between them, 
took nearly $120,000,000 gold from us 
during those six months. 
lor all this there was a reason pecu- 
ir to our international position at the 


1 
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time. The reason was obviously not de- 
preciation of our currency, for the Fed- 
eral Reserve notes remained on a gold 
basis. Nor was it excess of merchan- 
dise imports from the neutral nations 
over exports to them. Even Spain 
bought $30,000,000 more of merchan- 
dise from us in the period referred to 
than she sold to us, and the same was 
true of the other neutrals. Neverthe- 
less, such a movement of the neutral ex- 
changes against New York occurred in 
the later months of 1917 and the early 
months of 1918 that exchange on Spain, 
whose parity was 19.3 cents to the pe- 
seta, rose to 30 cents; exchange on Swe- 
den, with a parity of 26.8 per crown, 
touched 47 cents; and exchange on 
Switzerland, which at par required 
5.1814 franes to the dollar, was quoted 
at only 3.85. 

If trade with all these nations 
was in our favor, how were such rates 
as these to be explained? ‘The answer 
is that the balance of trade with all 
these nations, though strongly in our 
favor, was heavily against London; 
England’s excess of imports from those 
countries being double or triple in value 
what it had been before the war. Now 
sterling at New York, in the closing 
months of 1917, was quoted barely 
three per cent. below normal parity. 
‘This, as we have already seen, was 
largely due to the very extensive grant- 
ing of credits, by our market first and 
by our government afterwards, to Great 
Britain. At Stockholm, on the other 
hand, where no such protective influ- 
ences had been invoked, sterling at the 
same time was depreciated nearly thirty 
ver cent. from par. The quite inevita- 
ble result was sales of their sterling 
bilis by Seandinavian bankers on the 
New York market. With the margin so 
great between the Swedish and the 
American price for these sterling bills, 
it was possible to bid high premiums on 
New York exchange in transferring the 
resultant New York credits from Amer- 
ica to Sweden. 

Gold exports being now restricted by 
our Federal Reserve Board, a great ad- 
vance in the New York rate of ex- 
change on neutral countries, unfavora- 
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ble to our market, was not held back by 
that influence. The case, then, was en- 
tirely simple; the New York market 
was in reality standing back of London 
and sharing with the English market 
the burdens of these problems on inter- 
national exchange. That this was the 
explanation, rather than any influence 
exerted by the mere fact that the United 
States’ had gone to war, is proved con- 
clusively by the price of Swedish ex- 
change in Wall Street during the early 
months of 1916, when it touched 31.40 
(itself an abnormally high premium 
from parity), and this in spite of our 
universally recognized position of para- 
mount strength at the time, on all in- 
ternational markets. 

These adverse rates of exchange be- 
tween New York and neutral markets 
had their disadvantages, however, as se- 
rious in their way as those which con- 
‘ronted France and England in the New 
York rates of 1915. Efforts were 
made to meet the situation, as that de- 
preciation in New York exchange had 
oeer met. English investors, for exam- 
ple, sold to Swedish capitalists large 
mill properties owned by the English 
men in Sweden. Still later, the United 
States obtained banking credits ranging 
trou $60,000,000 to $100,000,000 from 
the Spanish market, secured by con- 
tracts for delivery of cotton. Through 
these and other similar arrangements, 
New York exchange rates on the neu- 
trals were reduced to something near 
normal figures. But, in the existing ab- 
normal relations of the London market 
to these countries and to our own, com- 
plete restoration of the norma! figures 
proved to be impossible. 

Of this aspect of our wartime inter- 
national finance, as of our relations to 
the belligerents themselves, it was very 
soon asked whether we had lost that 
control of international markets which 
we enjoyed during 1915 and 1916, and 
which then was so strikingly witnessed 
by our huge importations of gold and 
our purchase of foreign government se- 
curities. That this had happened actu- 
ally and permanently, it seems to me 
there is no good reason to suppose. 

Circumstances —_ undoubtedly 


had 
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changed. But in place of the $1,000, 
000,000 or more of foreign government 
securities taken by our market during 
the period of American neutrality. the 
United States Government itself has 
loaned to our Allies since April, 1917, 
$7,222,000,000, of which $3,700,000,- 
000 went to England, $2,000,000,000 
to France, $325,000,000 to Russia, 
$171,000,000 to Belgium, and the rest 
in smaller amounts to Servia and 
Greece. This happened in the space of 
nineteen months, whereas England in 
four years granted $7,010,000,000 to 
her Allies. In the fiscal year 1918 
fully thirty-seven per cent. of our na- 
tional expenditure represented dis- 
Lursements in the shape of loans to our 
Allies. England’s expenditure for the 
same purposes made up only nineteen 
per cent. of her war expenses during 
her last fiscal year. 

These transactions certainly were not, 
strictly speaking, banking operations; 
though the Government loans which 
made these advances possible were 
bound to affect the banking situation. 
But in so far as our international situa- 
lior is concerned, it must always be re- 
membered that the loans to our Allies 
have not, like the subsidies of Pitt to 
the German States in the Napoleonic 
wars, been mere gifts or grants without 
expectation of repayment. They are se- 
cured by deposit, in the hands of the 
United States Government, of bonds of 
ihese nations bearing the same maturity 
and interest rate as our own bonds is- 
sued to make the loans to our allies. 

The Russian Government's repudi- 
ation of its foreign debts necesarily 


affected the intrinsic value of the 
collateral in that case, and it may 
be that the loans to Belgium and 
Servia are of doubtful value. But 


the bonds of England and France 
at least, whose loans pledged with our 
Government make up seventy-five per 
cent. of our total advances to the Al- 
lies, are unquestionably good security. 
It is impossible to doubt that all these 
loans will be an international asset when 
the war is over; whether the interest is 
coliected by the Government or the 
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loans resold to American investors. 

Furthermore, as regards our foreign 
trade—now necessarily deranged by the 
circumstance of war and blockade re- 
strictions—we have the amazing spec- 
tacle of our Shipping Board's output of 
new merchant vessels, which in the pe- 
riod after war will quite inevitably leave 
the United States the foremost maritime 
nation of the world. These paramount 
facilities for conducting trade will come 
at a time when the war has made us in 


a prodigious degree the creditor of other 
nations, when the resources of this 
country in raw material and finished 
goods will be most imperatively needed 
in the era of reconstruction, and when 
vur new banking system, now recog- 
nized in Europe as the most efficient 
machinery of the kind at present in 
existence, will still be in the field, with 
gold reserves in its control, far sur- 
passing those of any other nation in the 
world. 
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Maintaining London as the World’s 
Financial Centre 





By SIR EDWARD H. HOLDEN, BART., Chairman and Managing 
Director London Joint City and Midland Bank, Limited 





There has been a marked tendency toward consolidation of British banks in recent years— 


a tendency which has been increased by the war. 


Sir Edward Holden, who is one of the leading 


bankers and financial authorities in the United Kingdom, discusses this policy and also the 
maintenance of London’s supremacy as a money centre. 


RITICISM has been directed 
C against the way in which the 

joint stock banks do their busi- 
ness through their system of branches, 
and it is further alleged that the indus- 
tries do not get as much assistance as 
was given by the private banks in the 
old days. Criticism of this kind cannot 
be adequately met except by going 
somewhat in detail into the history of 
the development of the banking system 
of this country from the year 1800 to 
the present time. I shall endeavor to 
show, and I think the facts of history 
will support me, that, notwithstanding 
the great difficulties through which we 
have passed, the banks have been able 
to meet the industrial and commercial 
demands made upon them, and their 
ability to do so has been in a great meas- 
ure owing to the system of amalgama- 


tion. I shall show, further, that every 
development of amalgamation has ren- 
dered the banks themselves more stable, 
and that our recent immunity from the 
distresses consequent on bank failures 
has been due to the strengthening of 
the banks by amalgamation. I begin at 
the year 1800, and I take the foreign 
trade of this country, which in that year 
amounted to about £68,000,000. The 
industry relative to that trade was 
financed principally by the private 
bankers. During the twenty years from 
1800 to 1820 the foreign trade increased 
to £81,000,000, and was still financed 
by the private bankers. Without going 
into the details of the operations of 
these banks at that time and their nu- 
merous failures, I will content myself 
with saying that the industry of the 
country was growing so rapidly that it 
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demanded more banking accommodation 
than could be given by the private bank- 
ers, and in consequence an Act was 
passed in 1826 which enabled joint 
stock banks to be established in the 
provinces. The joint-stock banks, to- 
gether with the private banks, financed 
our foreign trade, which by 1840 had 
risen to £184,000,000. Between 1826 
and 1840 113 joint-stock banks were 
established. More new banks were es- 
tablished between 1840 and 1860. The 
existing banks were developing by the 
opening of branches, and some few 
amalgamations took place. The indus- 
tries were supported during this period 
(1840-1860) to such an extent that our 
foreign trade was enabled to grow from 
{184,000,000 to £375,000,000. 
THE BANKING CRISIS OF LAST CENTURY 
It must be noted, however, that the 
banks were still so weak that in 1847 
there was a financial crisis, the Bank 
Act was suspended, the industries of the 
country were disorganized, and numer- 
ous bank failures took place, including 
the Royal Bank of Liverpool, the New- 
castle Union Bank, and banks in Man- 
chester, Salisbury, and other parts of 
the country. Ten years later, in 1857, 
there another crisis. The Bank 
Act was again suspended and a large 
number of banks failed, including the 
Borough Bank of Liverpool, the West- 
ern Bank of Scotland, the City of Glas- 
gow Bank (which was reconstructed and 
finally failed in 1878), the Northumber- 
land and Durham District Bank, and 
many other banks. The failures in 
these two vears were caused by condi- 
tions brought on by the failure of the 
harvest, by speculations in railway se- 
curities and in wheat, and finally be- 
cause some of the industries had de- 
manded and had received greater ac- 
commodation from the banks than the 
banks were justified in giving, having 
regard to the amount of their deposits. 
Coming to the period from 1860 to 
1880, our foreign trade increased from 
£375,000,000 to £697,000,000, and it is 
during this period that we see the real 
beginning of the amalgamation move- 
ment. Bankers were just learning how 


was 
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to take over the weak banks by way of 
amalgamation. The smaller banks, find- 
ing difficulty in gathering sufficient de- 
posits, merged themselves with larger 
and stronger institutions, which by this 
time had established about eight hun- 
dred branches. During this period 
there were two more crises, one in 1866 
and another in 1878, and a large num- 
ber of bank failures again occurred. In 
1866 the Bank Act was suspended for 
the third time, and the principal fail- 
ures which occurred were Barneds 
Banking Company of Liverpool, Over- 
end Gurney & Co. of London, the Eng- 
lish Joint Stock Bank, the Imperial 
Mercantile Credit, the Consolidated 
Bank, the Birmingham Banking Com- 
pany, and Agra and Masterman’s Bank. 
In 1878 failures included the City of 
Glasgow Bank and the West of England 
and South Wales Bank. 


FOREIGN TRADE EXPANSION 


Notwithstanding these banking vicis- 
situdes, our foreign trade increased dur- 
ing the years 1880 to 1900 from £697,- 
000,000 to £877,000,000, and it was 
during this period that, with the object 
of avoiding further failures, the sys- 
tem of amalgamation was widely ex- 
tended. In these twenty years no less 
than 165 amalgamations took place, and 
failures among the smaller institutions 
were prevented. Nevertheless, a few 
small banks failed during this period. 
The Baring crisis occurred in 1890, but 
the situation was prevented from de- 
veloping by the assistance given to that 
institution by the Bank of England and 
the joint-stock banks, which by this 
time had become stronger than they had 
been hitherto. The fact that the joint- 
stock banks had become sufficiently 
powerful, by reason of their amalgama- 
tions, to assist in the Baring crisis must 
be regarded as an advantage of the first 
importance to the industrial and mer- 
cantile community. Passing on from 
1900 to 1913, our foreign trade in- 
creased during this period from £877,- 
000,000 to £1,403,000,000. No bank 
failures of importance now occurred. 
Although the South African War, which 
broke out in 1899, caused serious de- 
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preciation in all gilt-edged securities, no 
evidence of weakness was shown except 
in the case of a number of the smaller 
banks, which found relief in amalgama- 
tion. The depreciation of securities has 
continued up to the present time, but 
the larger banks of to-day are in a much 
better position to make provision to 
meet the depreciation than were the 
smaller banks of the past. During the 
thirteen years I am now reviewing, sev- 
enty amalgamations took place with the 
effect of making the surviving banks 
larger and more powerful. The banks 
continued to pursue the policy of open- 
ing new branches all over the country, 
thereby gathering new resources, and by 
the end of 1913 the branches of the 
joint-stock banks in England and Wales 
were more than 6,000 in number, and all 
of them were assisting the commerce 
and industry of the country. But for 
the amalgamations the banks could not 
possibly have given adequate assistance 
to our enormously increased trade. No 
one examining the effect of these amal- 
gamations can come to any other con- 
clusion than that the banking system 
was strengthened by them, and was the 
more able to support the commerce and 
industry of the ‘country. I pause here 
for a moment to summarize the facts 
and figures which I have recited. The 
first eighty years of last century 
showed a development of our external 
trade from £68,000,000 to £697,000,000. 
During this period we had a very large 
number of bank failures with periodic 
financial crises which brought wide- 
spread ruin in their train. In the next 
thirty-three years our external trade 
grew from £697,000,000 to £1,403,000,- 
000, a much larger addition to the vol- 
ume of our trade than was made in the 
whole of the preceding eighty years. 
This increase was possible only because 
the banks were able to give the neces- 
sary financial facilities. It was during 
these thirty-three years that the system 
of bank amalgamation became fully es- 
tablished. In the first twenty of these 
thirty-three years there were still, it is 
true, some failures on the part of small 
banks, but these were not to be com- 
pared in number or importance with 


those which had taken place in the pre- 
ceding twenty-year periods. In the last 
thirteen of the thirty-three years there 
were practically no bank failures at all. 
This record justifies me in saying that 
the system of bank amalgamation has 
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proved of the greatest advantage to the 
whole of our industry and commerce. 


RESTORING THE COUNTRY’S FINANCIAL 
AND INDUSTRIAL POSITION 


I now come to the present time, and 
I direct my view forward to the future. 
There has never been a parallel to the 
present position in the world. Speak- 
ing of the domestic side of the question, 
if this country is to restore and gradu- 
ally improve her financial and industrial 
position, it can only be done by increas- 
ing her exports to a larger amount than 
they have ever been before. Put just 
as we must put forward every exertion 
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to bring this about, we must not be un- 
mindful that other countries will en- 
deavor to do the same. We shall live 
in a world of keen competition for ex- 
port trade. We shall only be in a po- 
sition to win in the struggle and to 
increase our trade if our banks are not 
less big and powerful than those of our 
trade rivals. Earlier in my observa- 
tions I stated that I would deal later 
with the means to be adopted for cre- 
ating the credit which will be required 
for the purposes of our domestic and 
foreign after-war trade. If we can im- 
port gold; and use that gold as the 
basis on which credit can be created, 
our difficulties will not be so great, but, 
as most other countries will be in a po- 
sition similar to ours, it follows that 
they may also require to use gold for 
the same purpose. At the present time 
America, Holland, Japan and Spain 
have really more gold than they require, 
and it is conceivable that some of their 
gold may gradually flow away to our 
country and to countries in a position 
like ours. In addition to the gold in 
foreign countries, which we might hope 
to draw upon, we have, of course, the 
gold coming from the South African 
mines, amounting last year to about 
thirty-eight millions, and the gold from 
other parts of the Empire amounting in 
1917 to about eighteen millions. The 
total gold production of the world in 
1917 amounted to eighty-nine millions, 
against ninety-four millions in 1916, 
nearly ninety-seven millions in 1915, 
ninety-two and one-half millions in 
1914, ninety-four and one-half millions 
in 1913, and ninety-six millions in 1912. 
There will undoubtedly be a great de- 
mand for gold after the war, and when 
the South African gold is again offered 
for sale in London we should at all costs 
retain it in this country and not allow 
other countries to take it from us, as 
was done before the war. We repeat 
that if gold can be obtained matters 
may be arranged without much diffi- 
culty ; but we must not overlook the fact 
that the output of gold is diminishing in 
consequence of the increased cost of 
production, and we may be called upon 
to adopt some measures to assist pro- 


duction and maintain the output at a 
high level. If gold cannot be obtained 
the currency note, the Bank of England 
note, and the Bank of England balance 
will have to be used to take the place 
of gold; that is to say, large advances 
will have to be made by the banks, such 
advances will create credit, and the cash 
balances, which will have to be used as 
reserves for those credits, will not be 
gold, but will be the currency note, the 
Bank of England note, and the Bank of 
England balance. 


GOVERNMENT BANK OR JOINT-STOCK 
BANKS 


Let us look at what is happening else- 
where. Other countries have created 
separate institutions whigh will be used 
to assist in meeting after-war difficulties 
by creating credit such as the Darlehn- 
skassen of Germany and the War Fin- 
ance Corporation of the United States. 
The capital of the latter institution, 
amounting to 100 millions sterling, will 
be held by the Government, and the 
reserve to commence with will be an 
amount corresponding to the paid-up 
capital, in addition to which they are 
proposing to create loans, and conse- 
quently credits, to the extent of 600 mil- 
lions sterling. This institution has 
been created for the purpose of provid- 
ing credit to assist in war finance, but 
if it should be necessary to extend its 
life for the purpose of assisting trade 
after the war, no doubt this will be 
done. In our country we shall be faced 
with the proposition of a Government 
bank being established, or of relying 
exclusively on the large joint-stock 
banks to carry through after-war op- 
erations. It seems to me that if the 
joint-stock bankers will take a broad 
view of this question, by making liberal 
advances to those firms which are man- 
aged with ability and honesty, and 
which produce good balance sheets, we 
might be able to carry our industries 
through the difficult times without the 
establishment of any Government insti- 
tution. But we must not overlook the 
fact that the balance sheets of firms 
and companies and their profit and loss 
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accounts will have to be carefully exam- 
ined in the future, because there will 
be a great danger that a fall in the 
price of commodities may lead to the 
profit and loss accounts being in debit 
instead of in credit. In many of these 
cases excess profits duty will have been 
paid on profits that were really due to 
high prices, and proper consideration 
should be given to them if prices fall 
and profit and loss accounts begin to 
show debit. 
GERMANY’S 


FINANCIAL PREPARATIONS 


At our annual meetings before the 
outbreak of war we called attention 
from time to time to the financial prep- 
arations which Germany was making 
and to the manner in which she was 
accumulating gold. Now we call atten- 
tion to the fact that the Germans are 
putting their banks together in order 
to enable them to begin a financial war 
when the actual fighting ceases. We 
bankers see what they are doing, and it 
has been a question whether we should 
continue in the position which we held 
before the war, or whether we likewise 
should begin to make preparations simi- 
lar to the preparations which Germany 
has made. There is a difference of 
opinion among English bankers on the 
question of foreign banking. One class 
of banker believes that the proper 
course is to open abroad branches of 
their own bank, in which case they 
will compete with the foreign banks in 
their own country. Another class be- 
lieves that the better policy is to work 
from London in conjunction with the 
foreign banker, and not to go into direct 
competition with him. In the former 
case, i. e., opening branches abroad, it 
might mean that the deposits of our 
English depositors might be used to aid 
particular trades abroad which are in 
competition with our own people; and, 
further, it is particularly questionable 
whether it is advisable at the present 
moment to open foreign branches, which 
may be called upon to assist in the re- 
construction of the countries in which 
they are situated, at a time when we all 
know that all our resources will be re- 
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quired at home to reconstruct our own 
industries and manufactures. Which 
policy is the better for retaining Lon- 
don as the financial centre? Let me 
explain again what we mean by London 
being the financial centre of the world. 
Traders of different countries have 
gradually come to the conclusion that 
the trade of the world can be most eco- 
nomically financed by a kind of unwrit- 
ten agreement that, if they sell goods in 
any other country, those goods should 
be paid for at one centre, that is to say, 
as bills of exchange are drawn against 
goods all those bills of exchange should 
be made payable at that agreed centre. 
Consequently, you have the sellers of 
the goods in different countries receiv- 
ing payment at the central point, and 
the buyers of the goods making payment 
at that point. London has been chosen 
as the centre, and the settlements are 
made, on one hand, by the sellers draw- 
ing bills on London, and, on the other 
hand, by the buyers of goods buying 
bills on London. Consequently, wher- 
ever the sellers of goods abroad require 
to sell bills there are always, except in 
extreme cases, buyers for these bills to 
be found. I would like to say here that 
all the arrangements involved in these 
transactions are made by the foreign 
bankers and the bankers of London, and 
our fear is that we may make the for- 
eign bankers unfriendly towards us by 
opening branches in their own countries 
in competition with them, and that we 
may drive their business to Germany or 
New York. If this should ultimately 
happen, the opening of branches abroad 
by English banks will have acted prej- 
udicially against London retaining her 
position as the financial centre. 


ARRANGEMENTS WITH FOREIGN BANKERS 


Now let me take an example of one 
of these arrangements. The foreign 
banker arranges with the English bank- 
er that either he himself or his customer 
may draw to an agreed extent on the 
London banker for the purpose of 
financing the imports into his country. 
The foreign banker, who has made the 
arrangement with the London banker, 
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enters into an undertaking that before 
such bill becomes due he will provide 
the London banker with the means to 
pay the bill. He will probably do this 
by buying bills drawn on London. 
These bills may be drawn in respect of 
the exports of his own country to Lon- 
don, or drawn against goods exported to 
any other country, but payable in Lon- 
don. Thus the transaction is completed. 
Of course merchants abroad may sell 
goods to traders in another country and 
obtain payment by drawing a bill on 
the buyer without the intervention of a 
bank, but, in order that the bills may 
become more easily negotiable, the trad- 
er in the purchasing country usually ar- 
ranges with his banker to open a credit 
with a London banker against whom 
bills may be drawn. The seller of the 
goods thereupon draws on the London 
banker, sells the bills to his own banker, 
and thus obtains the purchase price of 
the goods. The London banker accepts 
and pays the bill at maturity on the 
undertaking that the banker to whom 
he has granted the credit will hold him- 
self liable for the amount. I give this 
illustration to show the extent to which 
London is used as the financial centre 
and to show how London is supported 
in that position by the foreign banker, 
and how necessary it is to cultivate and 
maintain the good feeling of foreign 
bankers towards this country. I ask 
the question: If the bankers of this 
country open branches in foreign coun- 
tries in competition with the foreign 
bankers, will that procedure tend to re- 
tain London as the financial centre of 
the world, or will it tend to damage 
London's position? Further, if we re- 
tain the friendliness ot these foreign 
bankers, they will show a greater inter- 
est in their clients dealing with traders 
in this country than they would show 
in case we became unfriendly by going 
into competition with them. 


AMALGAMATIONS ALL OVER THE WORLD 


We must remember that in retaining 
London as the financial centre we must 
be prepared after the war to meet any 
extra demands for the purposes of trade 


which may be made on us by the for- 
eign bankers, and that is one of the 
most important reasons for seeking to 
make our banks much larger than they 
were before the war. The feeling that 
it is necessary to increase the size of 
the banks is growing in all countries. 
Amalgamations, as I have said, are tak- 
ing place in all parts of the world, 
notably in Germany, America, Sweden, 
Canada and Australia. The cry in all 
countries is “Make the banks larger and 
stronger.” This can only be done, as 
it has been done in our country, by 
amalgamations. The press, bankers 
and business men of Germany regard 
the amalgamations which have been go- 
ing on in the banking and commercial 
world of this country with disfavor, for 
the reason that they see, as some of 
their papers admit, that the bankers 
are shaking off their conservatism and 
drawing lessons from the experiences 
of the war, and the Germans fear that 
the additional strength obtained by 
these amalgamations will enable our 
banks to build up British industries and 
make them more formidable competitors 
in the markets of the world than hither- 
to. 


THE DOMESTIC SIDE OF THE QUESTION 


I come now to the domestic side of 
this question. The Chambers of Com- 
merce have been afraid that under the 
system of amalgamation manufacturers 
and merchants would not get the same 
assistance from the amalgamated bank 
that they got previously from the two 
separate institutions. We must remem- 
ber that banks have to make profits in 
the same way as any other business, and 
that the deposits of two banks which 
are amalgamating cannot be absolutely 
locked up. They must be lent, other- 
wise the bank will not make a profit, 
and in my opiinon the one bank, which 
has been made up of two banks, will be 
able to lend quite as much or even more 
money than the two banks lent indi- 
vidually. If the loans are continued by 
the joint bank to the extent that they 
were made by the separate banks before 
the amalgamation there can be no cause 
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for complaint by the industries, but we 

re hoping that the industries will get 
even better accommodation, if their de- 
mands are legitimate. Experience has 
shown this to be the case. Taking the 
case of our own amalgamations, we have 
not had a single instance in which the 
accommodation given by a bank taken 
over by us has not been much greater 
after amalgamation than it was before 
the bank was taken over. The deposits 
have also increased to a much larger 
extent than would have been the case 
if the bank which we have taken over 
had continued as a small and separate 
institution, and consequently we have 
been able to give more accommodation. 
In illustration of the truth of this state- 
ment I will now give you the advances 
which have been made by our bank 
every five years since we came to Lon- 
don in 1891 up to the present time, and 
show you that they have kept pace with 
the inerease in our deposits: 









Year. Advances. Deposits 
December, 1891.... £ 4,2 32,000 £8,118,000 
December, 1896.... $00'000 15.757,000 
December, 1901.... 14,000 44,730,000 
December, 1906.... ,040,000 52,224,000 
December, 1911.... 43,435,000 77.708,000 
December, 1912.... 46,442,000 83,664,000 
December, 1913.... 51,309,000 93,834,000 
December, 1914.... 62,425,000 125,733,000 
December, 1915.... 65,922,000 147,751,000 
December, 1916.... 63,869, 174,621,000 
December, 1917.... 81,156,000 220,552,000 
eS eee 87,520,000 236,230,000 


The industries have derived a much 
greater benefit from our amalgamations 
than they would have enjoyed if we had 
not adopted the policy of amalgamation, 
and therefore it is incomprehensible to 
me that business men should have op- 
posed our proposed amalgamation with 
the London Joint Stock Bank. There 
is no bank in this country which is es- 
tablished to the same extent among the 
industries as the London City and Mid- 
land, and there is no bank which has 
given greater accommodation to the in- 
dustries. We know that at the present 
time restrictions are placed upon our 
manufactures and exports, and there- 
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fore we should have expected to see the 
amount of the accommodation given to 
the industries decrease, but such has 
not been the case. While our advances 
have run down in many instances, and 
have even changed into credit balances. 
yet we have succeeded in so enlarging 
our business that instead of loans be- 
ing reduced they have been increased in 
amount. Before the war our advances, 
including the figures of the Metropoli- 
tan Bank, were £61,000,000; at the 
present time, excluding advances for 
the purchase of war loan, they are 
£77,000,000. On the other side of the 
balance sheet, our deposits before the 
war were 105 millions, and at the pres- 
ent time they amount to 242 millions, 
or an increase of no less than 137 mil- 
lions, or 130.5 per cent. 


A FALSE VIEW 


It has been alleged very strenuously 
that amalgamations cause competition 
among the banks to become weaker. 
Any such statement is false and with- 
out any foundation whatever. To prove 
this I say that already there are very 
few districts, if any, in which other 
banks have not taken steps to establish 
new branches where the number of 
banks has been recently reduced by two 
banks going together, and I would ven- 
ture to say that, instead of competition 
being weakened, competition between 
the banks in future will be much more 
severe. There is no cause whatsoever 
for opposition to amalgamations on this 
account. Following on the cry of de- 
creased competition we have had the cry 
of interlocking directorates. America 
has been pointed out as a country where 
interlocking directorates have proved 
injurious, and the conclusion has been 
drawn that interlocking directorates 
will be created here and prove equally 
injurious. America is a great country. 
To develop it she has had to establish 
industries. She could not build up her 
industries without establishing many 
new banks. She had not sufficient men 
who understood banking, and therefore 
these new banks had to be directed and 
managed by men engaged in the banks 


already established. In this way men 
became directors of several different in- 
stitutions. But such is not the case 
here. We are a small country, and we 
are an old country, and we can find gen- 
tlemen sufficiently qualified to be direc- 
tors without taking the directors of any 
other bank. When, under the Act of 
1826, some 120 banks were established 
in the course of a few years, we had 
not sufficient banking experts, and the 
managers came largely from Scotland. 
But the directors did not come from 
Scotland. They were found in our own 
country, and were not directors of other 
banks. Even under these conditions we 
did not have interlocking directorates. 


THE “MONEY TRUST” ARGUMENT 


As to the dangers of a money trust, 
what precisely is meant by the term 
“money trust”? Presumably, as ap- 
plied to banking, it is the concentration 
of deposits in the hands of one bank, 
and the inference is that the directors 
of that bank will misuse the money 
which their depositors leave with them. 
This is a very serious statement to 
make. The directors of this bank will 
never go into any rings, and they will 
never misuse the funds which are en- 
trusted to them. Of course, we are ex- 
pected to make some profit from our 
trading. Seventy-seven millions of our 
advances are lent to our industries, and 
those who complain of the danger of a 
money ,trust will acknowledge that this 
money is properly lent. We hold near- 
ly forty millions in investments in Gov- 
ernment securities. Is this indicative 
of a money trust? Further, we are 
lending an additional fifty millions to 
the Government through the Bank of 
England or otherwise. Is this lending 
indicative of a money trust? There is 
nothing in the nature of a money trust 
in our establishment and there never 
will be. Our business is legitimate busi- 
ness, and the cry of “money trust” as 
applied to our institution or to the 
other banks is absolute nonsense. We 
cannot have interlocking directorates in 
this country, because it is against the 
practice of the banks for a director of 
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one English bank to be a director of 
another English bank. The banks are 
against rings. This bank particularly 
is against rings, and in no circum- 
stances would we be induced to go into 
one. 


NO REDUCTION OF FACILITIES 


Will the opponents of amalgamation 
raise the question that it is against the 
interest of the country to have a con- 
centration of resources? We must re- 
member that we are a small country, 
and that we derive our deposits from a 
population of forty-seven millions. 
America has 105 millions, Germany has 
a population of seventy millions, and 
consequently they have a larger amount 
of deposits. The deposits of this coun- 
try can be more effectively lent if they 
are concentrated than if they are scat- 
tered. By being concentrated they can 
be transferred more readily from those 
parts of the country where they are 
not wanted to those parts where they 
are required. It would be impossible to 
make these transfers if the deposits 
were not concentrated. Take the case 
of our own bank. We have 1,100 
branches, and these 1,100 branches 
gather deposits from different parts of 
the country, and, if the bank has de- 
posits in one part of the country which 
cannot be lent, they are easily trans- 
ferred to another part of the country 
where they are required. I say the 
gentlemen who write and talk against 
concentration of resources do not under- 
stand the conditions of banking in this 
country, and their observations do more 
harm than good. With regard to the 
statement that the recent amalgama- 
tions will cause a reduction of banking 
accommodation, I should like to point 
out that this bank will open branches 
in the Eastern and South-Western 
Counties in every town where two banks 
have gone together. This will mean 
that the towns will not, and cannot, 
suffer from a curtailment of banking 
accommodation. The new branch will 


have to make a business, and in order 
to make that business competition will 
be greater than it was before. The ar- 
guments that amalgamation results in 
reduced accommodation are wrong, and, 
in fact, no argument has been used 
against these amalgamations which, if 
sifted and examined, will not prove to 
be false. These amalgamations will not 
be prejudicial, and will, on the con- 
trary, be beneficial to the community in 
the future just as they admittedly have 
been in the past. I can speak in ref- 
erence to our bank, and we say that the 
fear of a reduction of banking accom- 
modation, the danger of a money trust, 
and the possibilities of interlocking di- 
rectorates and of the weakening of com- 
petition are all absurd. There will be 
no money trust, no interlocking direc- 
torates, and competition will be as se- 
vere as it always has been. The result 
will be that the industries will not get 
less accommodation, but the probability 
is that they will get considerably more. 


ADVANTAGES TO THE SMALL MAN 


Before closing I should like to deal 
with another objection which has been 
urged against these amalgamations, 
namely, that the small man does not re- 
ceive considerate treatment at the hands 
of the big joint-stock bank. What is 
the position of this bank with regard to 
the small man? We have on our books 
over 40,000 customers who have come 
to us and secured accommodation in 
amounts of £500 and under; between 
20,000 and 25,000 are borrowing on an 
average less than £50 each, and the to- 
tal of our advances to these customers 
amounts to about six million sterling. 
We ask anyone who alleges that we do 
not treat the small man considerately to 
bring us examples. As I have said, we 
have 40,000 of these small men on our 
books, and we are quite willing to in- 
crease that number to 140,000 or more 
if the demands they make upon us are 
legitimate. 
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A Shipping Scene at Manila 


N choosing a banking connection for trade 

with the Philippine Islands, American 

bankers and business men are invited to con- 
sider two facts: 


FIRST—This bank was primarily established for the 
economic development of the Philippines and the 
facilitation of its trade with other countries. 


SECOND-—Forty-five branches and agencies through- 
out the Islands make its service immediately 
available. 
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Financial Conditions and Prospects in 
the Commonwealth of Australia 





By DENISON MILLER, Governor, Commonwealth Bank of 
Australia 





The Governor of the Commonwealth Bank of Australia, Denison Miller, Esq., tells below of 


some of the things done by his country since the outbreak of the war. 
In Australia he is deservedly popular as a citizen 
Under his direction the Commonwealth Bank of Australia has grown in a short 


personally to bankers in the United States. 
and banker. 


time to be a financial institution of great importance. 


Mr. Miller is well known 


It has been especially serviceable in meet- 


ing the problems of banking and finance growing out of the war. 


GENERAL FINANCIAL CONDITIONS IN 
AUGUST, 1914 


N August, 1914, when war was de- 

clared between England and Ger- 

many, and the British Dominions 
ranged themselves beside the Mother 
Country, the financial position of the 
Commonwealth of Australia was as 
sound and full of promise as could be 
desired. Good seasons for crops, which 
were sold at fairly high prices, had 
prevailed, whilst heavy wool clips had 
brought record prices per bale, and the 
steady and continuing output of metals 
of all sorts was realizing high prices 
whilst the general primary products of 
the country, such as butter, fruit, rab- 
bit skins, ete., were steadily on the in- 
crease, and, although imports into the 
Commonwealth had been expanding 
both as regards quantity and value, the 
position was quite safe, and Australia 
was in a splendid condition financially 
to meet any strain which might be oc- 
casioned owing to the war. 


BANKING DEPOSITS 


The published figures of the banks 
just prior to the outbreak of war 
showed that public deposits aggregated 
-248,000,000 (say $1,240,000,000), of 
vhich £164,000,000 was lodged with 
rdinary trading banks and the balance 
f £84,000,000 with the savings banks, 





DENISON MILLER 
Governor, Commonwealth Bank of Australia 


against which the banks held reserves 
in coin and bullion and Commonwealth 
notes of approximately £41,000,000 or 
twenty-five per cent. of the amount on 
deposit with the trading banks. One of 
the first noticeable features in the bank- 
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ing and financial position was an in- 
crease in public deposits, more espe- 
cially those with savings banks, which 
was an indication that many people 
were, in the abnormal war circum- 
stances, hesitant about investing their 
money, and, in the meantime, selected 
the most readily available form in 
which it would earn interest and, at the 
same time, be available for their spe- 
cial needs should such arise. 

An outstanding feature of the finan- 
cial situation has been the increase in 
banking deposits during the war pe- 
riod, despite the fact that sums aggre- 
gating £150,000,000 have been invested 
in the war bonds. As already stated, 
the total banking deposits at the time 
of the outbreak of war were £248,000,- 
000, but in March, 1918, the aggregate 
of such deposits had increased to £308,- 
000,000—an increase of £60,000,000, 
of which £30,000,000 is in savings 
bank deposits and the balance of £30,- 
000,000 in ordinary commercial bank 
deposits. This increase is largely the 
result of favorable seasons, and it must 
also be borne in mind that the £150.- 


000,000 which was invested in war_ 


loans has, to a very considerable ex- 
tent, returned to the banks through the 
Governmental expenditure for war pur- 
poses. 


AUSTRALIAN NOTES CIRCULATION 


The note circulation of the Common- 
wealth consists entirely of Australian 
notes, issued by the Commonwealth 
Government, the private note circula- 
tion of the established banks having 
been discontinued some years ago. Just 
prior to the outbreak. of the war the 
total note circulation of the Common- 
wealth was £9,712,000. In explanation 
of this comparativelv small circulation 
it may be mentioned that up to the 
outbreak of war the Australian public 
had been for many years in the habit 
of using gold for currency purposes 
instead of notes, and that the highly 
developed current account and check 
system throughout Australia had, to a 
large extent, obviated the necessity for 
use of currency for any other purpose 
than petty out-of-pocket needs. 
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In common with all the belligerent 
countries, one of the most noticeable 
financial effects of the war has been 
to increase the note circulation owing 
to the conservation of gold for national 
purposes. In Australia this result has 
been strikingly demonstrated, the pres- 
ent circulation as at 31st March, 1918, 
being £51,085,000, showing an actual 
increase of £41,373,000, and it may be 
mentioned in passing that notes have 
now quite taken the place of gold for 
pocket purposes, and it is very proba- 
ble that, even after the war is termi- 
nated, the Australian public will con- 
tinue the use of notes for this pur- 
pose, as the use of either notes or gold 
is, after all, a matter of habit. 


ISSUE OF WAR LOANS 


Turning to the financial transactions 
which have been brought about as a 
direct result of the war, the most im- 
portant feature is the raising of war 
loans in the Commonwealth. In Aus- 
tralia, which is a country still in proc- 
ess of development, large accretions of 
capital do not exist to any extent, and 
the practice when raising Government 
and other large loans had been to al- 
most invariably turn to the London 
market. Soon after the outbreak of 
war the Imperial Government intimat- 
ed to the Commonwealth Government 
that it would be agreeable to the Brit- 
ish Government if Australia could 
finance herself from her own resources 
to the fullest extent possible, both for 
war purposes and general work, and 
the Commonwealth Government there- 
fore decided to issue a war loan locally. 

The first loan that was issued was 
in July, 1915, the prospectus of which 
set out that the loan was for £5,000,- 
000 to bear interest at four and one 
half per cent. and would be issued at 
par. Interest was free from Common- 
wealth or state income tax and bonds 
or stock of the loan would be accepted 
at par in payment of probate and suc- 
cession duty due to the Commonwealth. 
It was made public that though the 
nominal amount of the issue was 
£5,000,000 the Commonwealth Govern- 
ment would be prepared to accept sub- 
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scriptions in excess of that amount, and 
that all applications would be fully 
allotted. 

The actual flotation of the loan was 
placed by the Commonwealth Govern- 
ment in the hands of the Common- 
wealth Bank of Australia, which insti- 
tution had at that time been established 
about two and one-half years, and had 
been brought into existence as a Gov- 
ernment bank, owned entirely by the 
people of the Commonwealth and with- 
out private shareholders or capital, and 
was the official bank of the Common- 
wealth Government. 

As this was the first issue of any 
magnitude that had been made in the 
Commonwealth, the established banks 
were naturally somewhat apprehensive 
that the result would be a considerable 
decrease of their deposits and a result- 
ing drain on their liquid assets, which 
would be transferred to the Common- 
wealth Bank through investment in the 
war loan, despite the fact that the loan 
was payable in five installments, 


spread over a period of five months. 
The actual amount subscribed to this 
issue was £13,389,440, and, although 
this considerably exceeded expectations, 
it was found in practical effect that, 
owing to the amount being expended 
by the Government for war purposes 
almost as rapidly as it was received, 
the banks’ deposits were not affected to 
any considerable extent and the money 
flowed back to them automatically. 
Since then six further issues of the 
Commonwealth War Loan have been 
made, the aggregate amount subscribed 
to the six issues being about £190,000,- 
000 (say $950,000,000), and it is spe- 
cially worthy of notice that all the 
loans have been issued at par without 
any discount, and that the rate for 
the loans throughout has been kept at 
four and one-half per cent. free of tax- 
ation and five per cent. subject to 
Commonwealth taxes, despite the fact 
of the general upward tendency of 
money rate throughout the world. Di- 
rect subscriptions to the various loans 
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have been made by the banks for large 
sums, the Commonwealth Bank of Aus- 
tralia being the largest subscriber. 

With regard to the Sixth and Sev- 
enth issues of the War Loan the banks, 
under special arrangement with the 
Commonwealth Government materially 
assisted in subscriptions to the loan by 
advancing money to approved clients at 
four per cent., the amounts so advanced 
to be repaid in eighteen months by in- 
stallments convenient to the borrower. 
In this way about half the amount of 
these two loans were advanced by the 
banks, the major: portion of which 
would never, in the ordinary way, have 
been invested in the loan. The insur- 
ance companies and other semi-financial 
companies have also contributed largely, 
the company holding the pride of place 
being the Mutual Life and Citizens As- 
surance Company, whose subscriptions 
have totalled £8,000,000. 

Though the contributions have been 
largely stimulated by patriotic motives, 
the investors throughout the Common- 
wealth have also realized that the rate 
of interest, though not as high as that 
being paid in other countries, is amply 
remunerative; and the freedom from 
both Commonwealth and state income 
tax, which the earlier loans enjoyed, 
has been an additional attraction, es- 
pecially in these days of increasing in- 
come taxes. 

Another privilege which has been ex- 
tended to money invested in the four 
and one-half per cent. war loans has 
been its exemption from the operations 
of any wealth levy, for though up to 
the time of writing no actual wealth 
levy has been made in Australia, it was 
at one time contemplated that for the 
purposes of repatriation and meeting 
war obligations it might be necessary 
to adopt some such system of taxation, 
and the exemption of money invested 
in the war loan from such a form of 
taxation is an exceedingly valuable 
privilege. 

WAR SAVINGS CERTIFICATES 

In addition to the actual war loans 

themselves, a method of issuing war 
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savings certificates has been introduced 
on very similar lines to the English 
system, except that the certificates 
have a currency of three years only, 
and are issued at a discount in such a 
way that the capital invested will vield 
four and one-half per cent. compound 
interest during the currency of the cer- 
tificate. For instance, a certificate for 
£100 payable in three years is issued 
in respect of a cash payment of £87:10, 
the difference representing compound 
interest at four and one-half per cent. 
on the £87:10 for a period of three 
vears. The object of the issue of these 
certificates is twofold, the first being 
to attract small savings, and as the 
working classes in Australia receive 
high wages, the savings which are 
controlled by such people are in 
the aggregate considerable. For this 
purpose the certificates are issued for 
The other ob- 
ject is to make a Commonwealth Gov- 


amounts as low as £1. 


ernment war security available at all 
times, so that between of the 
war loans investors who have moneys 
maturing may have an opportunity of 
placing their resources at the disposal 
of the Commonwealth Government for 
the direct object of assisting in the 
The principal invested 


issues 


war finances. 
in war savings certificates and interest 
thereon enjoy the same privileges and 
exemptions from taxation as principal 
and interest of the earlier Common- 
wealth war loans. 

In order that the Commonwealth 
Treasury may keep control of capital 
issues with the object of diverting as 
much money as possible into Common- 
wealth war loans, and also to prevent 
the flotation of speculative companies 
and the locking up of capital in such 
ventures during the continuance of the 
war, regulations were passed under the 
War Precautions Act prohibiting the 
issue or subscription of fresh capital 
without the consent of the Common- 
wealth Treasury first having been ob- 
tained, and this has been found an 
effective means of control and has 
achieved its intended object. 
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GOVERNMENT CONTROL OF PRIMARY 
PRODUCTS 


The season following the outbreak of 
war—that is, the end of 1914 and the 
beginning of 1915—was not as prolific 
as its predecessors; but the three fol- 
lowing seasons, those of 1915-1916, 
1916-1917 and 1917-1918, have been 
very favorable, and as owing to war 
conditions a greater area had been 
cropped for wheat and at the same 
time the value of wheat and wool has 
been considerably enhanced by the 
world-wide rise in prices of such com- 
modities, the last three seasons have 
been particularly favorable ones for the 
primary producers of the Common- 
wealth. As an indication of this it 
may be mentioned that the wheat crop 
for 1913-14 was only 103,000,000 bush- 
els, whilst that for 1915-16 was 180,- 
000,000 bushels, and that for 1916-17 
approximately 153,000,000 bushels, and 
1917-18 approximately 122,000,000 
bushels. When a bumper crop for 
1915-16 was assured, the question 
arose as to whether, under war condi- 
tions, shipping facilities would be 
available to lift the crop and take it 
to other parts of the world, especially 
to Great Britain, where it was in such 
urgent demand. The Commonwealth 
Government, after giving full consider- 
ation to the whole question, decided that 
it would be necessary for the wheat to 
be dealt with on a national basis in 
order that freight space might be util- 
ized to the fullest extent and properly 
conserved, and it was therefore decided 
to establish a “wheat pool” under Gov- 
ernment control. The agents who had 
handled the wheat crop throughout the 
Commonwealth in the past were ap- 
pointed to act for the Government, the 
procedure being that as wheat was 
delivered by farmers to the agents on 
account of the pool, the farmer was 
given a certificate on which he was 
able to obtain an immediate payment 
of a clear 2s. 6d. per bushe] from any 
bank throughout the Commonwealth 
and also entitled to receive further divi- 
dends from time to time as might be 
arranged. Government shipping agents 
were also appointed to attend to freight 
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arrangements and control the shipping 
space available. After overcoming the 
initial difficulties which were bound to 
arise from such a complete change in 
the methods of handling one of our 
largest primary products, the pool sys- 
tem has worked quite satisfactorily, and 
it is more than possible that the farm- 
ers, having had this lesson in co-opera- 
tion, will continue a modified pool sys- 
tem even after the termination of the 
war. Up to the present, dividends 
which have been or are about to be 
paid to farmers on the 1915-16 harvest 
total 4s. 9d. per bushel f. 0. b. The 
1916-17 and 1917-18 harvests are being 
dealt with in a similar manner. A 
large proportion of the crops has been 
sold to the British Government, and is 
being despatched as fast as shipping 
space is available, but in addition to 
this sales have been made to other 
countries, such as America, France, 
South Africa, Italy, Chili, Brazil, ete. 
To enable the Australian Govern- 
ment to finance these transactions and 
to move wheat, the Australian banks 
have made advances to the Government 
totalling no less than £82,500,000 (say 
$412,500,000), which amounts have 
been and are being repaid to the banks 
from the proceeds of the wheat as real- 
ized, the remaining overdraft now 
standing at about £13,000.000. 


WwooL 


products 


Another of the primary 
coming under Government control is 
the wool clip, which at present valua- 
tion is estimated at approximately 
£50,000,000 per annum (say $250,000,- 
000). Up to December, 1916, the only 
interference with the wool trade was 
the Government control of its destina- 
tion in order to prevent any portion of 
the Australian wool clip reaching 
enemy countries through neutral chan- 
nels. In December, 1916, however, 
when about half the wool clip for that 
season had been dealt with, the British 
Government, through the Common- 
wealth Government, stepped in and 
purchased at Is. 314d. per pound the 
whole of the remainder on hand, which 
was estimated at about 1,000,000 bales, 
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The method under which the wool was 
purchased by the Government was by 
valuation by independent appraisers 
and in order to arrive at the value of the 
various clips over 800 different grades 
of wool are appraised. As appraise- 
ments of catalogues were completed, 
the British Government paid for the 
wool in London, and under this sys- 
tem the banks in Australia were not 
called upon to make any advances, but 
simply to effect the transfer of the 
money from London to Australia in 
order that the wool growers might be 
paid. 

The amount which has been dealt 
with as payment for the balance of the 
1916 wool clip was approximately 
£26,000,000 and the British Govern- 
ment have also purchased the whole of 
the 1917-18 wool clip at the same price, 
Is. 314d. per pound, or a total cost of 
approximately £50,000,000. 

Arrangements have also been made 
for the next two wool clips—those of 
1918-19 and 1919-20 to be taken over 
on the same terms. 

Various other primary products, 
such as metals, meats, etc., have also 
been dealt with on a national basis 
under war conditions, and by pooling 
arrangements made amongst the Aus- 
tralian banks, each bank has partici- 
pated in the financing of these huge 
deals to an equitable extent, based on 
their respective resources. 


INSURANCE CONDITIONS 


The insurance companies throughout 
the Commonwealth have adapted them- 
selves to war conditions as they arose, 
the people of the Conmmonwealth of 
Australia being perhaps the heaviest 
assured, per inhabitant, of any coun- 
try in the world. The insurance com- 
panies, therefore, were carrying a huge 
liability on lives between the military 
iges of eighteen and forty-five, repre- 
enting a sum at risk of approximately 
‘95,000,000 (say $475,000,000). On 
his large sum no extra premiums were 
ayable with the exception of very 
mall amounts on the lives of profes- 

onal soldiers, policies issued by the 
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Australian companies being “world 
wide’”—that is to say, the assured can 


go anywhwere or do anything without 
payment of extra premiums. 

In addition to the liability mentioned, 
additional insurance has been effected 
at a very moderate rate by thousands 
of other military lives, the companies 
being enabled by the cautious policy 
which they had adopted in times of 
peace and prosperity to add to their re- 
serves and strengthen the foundations 
on which their business had been built 
to such an extent that they felt that 
they were in a position to continue in- 
suring the lives of military proponents 
to every reasonable extent. The 
strength of the companies has been 
tested in a manner hardly to be fore- 
seen, and, notwithstanding the heavy 
writings off for depreciation of invest- 
ments, the numerous claims arising out 
of the war, and the additional expense 
and taxation incurred through war con- 
ditions, the reserves of the companies 
have practically remained intact. 

When the various primary products 
of the Commonwealth were dealt with 
on a national basis, as has been men- 
tioned earlier in the article, the insur- 
ance companies had to adapt their 
methods to meet the new circumstances, 
and instead of each company doing a 
separate business with its individual 
clients, the whole of these huge trans- 
actions, such as the wool clip valued at 
£50,000,000 sterling, and other trans- 
actions of a similar nature, were 
pooled, each company taking its pro- 
portionate share on a basis which was 
arranged amongst themselves. 

Under war conditions and _ with 
shortage of* shipping facilities many 
perishable products, such as meat and 
frozen rabbits, had to go into cold 
store for indefinite periods, and the 
insurance companies were, therefore, 
called upon to cover risks of which 
they had no previous experience; but 
in these and all other special opera- 
tions, brought about by the war, the 
companies have shown an adaptability 
which is to be highly commended. 
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ADMINISTRATION OF (LATE) GERMAN 
COLONIES IN THE PACIFIC 


Almost immediately after the out- 
break of war, expeditionary forces 
which were despatched from the Com- 
monwealth and New Zealand took pos- 
session of German colonies in the Pa- 
cific, which have since been conducted 
under British Military Administration. 
Under the terms of peace, which were 
arranged, the German residents are al- 
lowed—subject to the control of the 
Military Administration—to continue 
trading, but all trade has naturally been 
diverted to the Commonwealth to where 
the products of the (late) German ter- 
ritories are now shipped and whence 
all supplies of stores are also pur- 
chased. 

Prior to the war all financial trans- 
actions of these German colonies had 
been carried out by the large German 
trading houses, but in order to bring 
the financial operations of the mixed 
community more closely under control 
a branch of the Commonwealth Bank 
of Australia was established at Rabaul, 
the capital of (late) German New 
Guinea, and military regulations were 
brought into force under which all 
banking transactions had _ to 
through that bank. 

Steps were also taken to replace the 
German currency, consisting of 
Reichsbank notes and German silver 
marks, by Australian currency, and this 
change has now been effected without 
any unnecessary disturbance of trad- 
ing conditions. 

After the termination of the war the 
readjustment of trading relations and 
control of these Pacific possessions will 
be one of the many problems which 
will have to be dealt with. 


pass 


FUTURE FINANCIAL PROBLEMS AND 
PROSPECTS 
One of the outstanding financial 


problems which will have to be solved 
in the Commonwealth of Australia is 
the adjustment of exports and imports. 
In India we have seen practically a 
desdlock in the exchange operations of 
th: banks, owing to huge exports with- 
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out corresponding imports having 
transferred an undue proportion of 
the funds of the Indian banks 
from India to London, and thus leav- 
ing them in a condition in which they 
found it difficult, if not impossible, to 
continue financing exports. 

Owing to the prolific harvests and 
high prices for the primary products 
of Australia, coupled with decreasing 
imports due to many manufactured arti- 
cles, which were previously imported 
heavily into Australia now being unob- 
tainable, a position somewhat similar 
to that in India is likely to arise and 
will have to be overcome. 

The question of repatriation of sol- 
diers, many of whom have been in- 
jured and rendered unfit for their pre- 
vious occupation, has also to be dealt 
with, but this is now being fully con- 
sidered and steps are being taken to 
deal with this problem well in advance. 

Interest on the proportionately larg= 
war loans will have to be provided, but 
as the loans have been floated internal- 
ly the interest will also be paid in the 
Commonwealth, and in the aggregate 
will leave the community no poorer. 
Apart from these special war loans, the 
national debt of the Commonwealth and 
States of Australia has practically all 
been expended on reproductive works, 
such as railways, ete., and is, therefore, 
largely self-supporting. 

Australia should always have a large 
surplus of primary products available 
for export, but shipping space is dif- 
ficult to obtain under present condi- 
tions and will probably continue so 
for some time after the war. The world, 
however, must have such products as 
Australia can supply, and some means 
will be found for forwarding them to 
the older countries where they are 
needed. 

All national crises bring forth fresh 
problems to solve, and it is by prompt- 
ness and efficiency in dealing with these 
problems as they arise that a nation 
demonstrates its ability to progress. 

In Australia many valuable financial 
lessons have been learned as a result 
of the abnormal war conditions, but all 
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classes of the community, together with 
the Government and the banks, have 
worked in co-operation, with the result 
that difficulties have been disposed of 
as quickly as they arose. 

Australia has. an almost limitless 
store of natural wealth in the form of 
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primary products, and has wonderful 
recuperative powers. Given favorable 
seasons and an opportunity to forward 
its products to other parts of the world 
in return for imports, the financial fu- 
ture is assured and can be looked for- 
ward to with confidence. 


Some of the Elements of Success in 
International Trade and Banking 





By ARTHUR REYNOLDS, Vice-President Continental and 
Commercial National Bank of Chicago 





LTHOUGH the volume of for- 

eign trade of any country is 

made up of a multiplicity of 
transactions, big and little, and al- 
though the energy displayed by separate 
communities, associations, corporations, 
firms and individuals in adapting manu- 
facture, transportation and merchan- 
dising to the needs of other countries 
is a large element in international buy- 
ing and selling, after all the subject 
under discussion is one of national 
scope and importance. To insure a com- 
manding position in foreign markets, 
we must have the support of a liberal 
Government, which will adopt broad 
measures that can be carried on by 
succeeding administrations. These meas- 
ures should be founded upon the princi- 
ple that diplomats establish cordial re- 
lations, that commercial agents act as 
trade emissaries, and that there will be 
intelligent coéperation by great Amer- 
ican shipping interests, as well as by 
branch managers of American-owned 
sanks with agencies wherever there is 
in outlet for our goods. 

SYSTEMATIC DEVELOPMENT OF OUR 
FOREIGN TRADE 


If we expect to attain that degree of 
rominence and permanency in world 
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commerce to which we are entitled, it 
is imperative that we follow a definite, 
well-devised system. We must go about 
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it deliberately and with unswerving de- 
termination. If we rely upon spas- 
modic and scattered efforts following 
the war, the splendid advantage which 
is now ours wili be wrested from us. 
In the days prior to 1914 England 
and Germany easily dominated over- 
seas commerce, because Englishmen and 
Germans, whether at home or abroad, 
were imbued with the spirit of foreign 
trade; they took pride in the national 
accomplishment in this expansive field 
of business, and, as the national ambi- 
tion focused upon this central idea, 
Englishmen and Germans stationed in 
other countries formed channels of in- 


fluence through which there flowed an 


ever-increasing demand for goods man- 
ufactured or merchandised by their own 
people; they introduced the goods. Each 
of the governments lent its aid. Neither 
country was satisfied to deal in raw ma- 
terials alone. The statesmen and busi- 
ness men of the respective countries had 
the vision to see that domestic pros- 
perity depended upon the gathering in 
of raw materials from all over the face 
of the earth to be converted into manu- 
factured articles by English and Ger- 
man labor. In the process the English 
and German people profited from four 
principal sources ; namely, manufacture, 
buying and selling, transportation, and 
banking. The balance of the world paid 
tribute to them. These profits helped 
support all the people of the two coun- 
tries. 

We must draw our lesson from the 
experience of England and Germany. 
Every American must declare the pre- 
eminence of American goods; whether 
located here, in France, England, Rus- 
sia, China, Argentina, or elsewhere, he 
must learn to put our merchandise 
above any other. If he believes in it, 
ask for it at the stores, and vouches for 
its merits, others will want it. It will 
be a partial but unnecessary waste of 
our marvelous resources—products of 
the farm, forest, and mine—if we rely 
upon the exportation of live animals, 
unmilled grain, unfinished iron, steel, 
copper, ete., instead of converting all 
these into the manufactured state. 
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VALUE OF INDIVIDUAL EFFORTS, 


While in a broad sense foreign trade 
is a national question, I do not want to 
be understood as minimizing the im- 
portance of the initiative and efforts of 
individual corporations and firms in this 
direction. It would be unfortunate in- 
deed if any such should wait for united 
action. For instance, there are numer- 
ous manufacturers and dealers now sell- 
ing large quantities of merchandise in 
China, through their own efforts, and I 
want to emphasize the fact that there 
are opportunities for a very much 
larger number of our American business 
houses to dispose of their wares in 
China. They should send as their own 
representatives men of considerable 
ability and tact, to investigate the pos- 
sibilities there. They will find that the 
Chinese are ready for many of the 
articles which we can manufacture and 
export, and one great advantage is 
that the country has not had its busi- 
ness disrupted by war. It will probably 
be the most normal nation, commercial- 
ly, when peace is declared, and as we 
have transformed our industrial ma- 
chinery to a war basis the same as has 
been done in many other countries, it 
would seem the part of wisdom for 
American houses to begin now to build 
up connections in China that will furnish 
an outlet for their goods during the 
period of readjustment here and else- 
where. 

What is true of China applies, at 
least to a certain extent, to a number 
of other countries that have not taken 
an active part in the war. One detail 
should not be overlooked. Americans 
who expect to do business in China and 
these other countries should rely upon 
their own direct representatives only. 
The export and import houses already 
established in foreign markets are large- 
ly committed to promoting the sale of 
goods made in the countries in which 
their home offices are located. 
ican goods consigned to them too often 
are either used for unfavorable compari- 
sons or allowed to repose on their 
shelves in obscurity. 


Amer- 
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UNITED STATES CHAMBER OF COMMERCE 
CAN AID 


In my judgment the Chamber of 
Commerce of the United States now has 
an opportunity that is greater than any 
ever presented to any other similar or- 
ganization. It numbers among its mem- 
bership many of the leading business 
houses of the world, concerns that em- 
ploy the ablest men in every line of 
business endeavor; it has the confidence 
of the people; its committees have a 
reputation for thoroughness and im- 
partiality ; and it can perform no serv- 
ice of more far-reaching good to all our 
people than by devoting a large share 
of its tremendous power towards a 
thorough treatment of this subject from 
all angles. Without detracting from the 
helpful war activities of its member- 
ship, it ought’to push this vital work 
now. Through its committees it can 
help our Government and our business 
men prepare for the coming of peace 
and the commercial problems that will 
arise with the changes wrought by war. 

This is not written in the belief that 
even now the chamber is neglecting this 
great opportunity, but rather with the 
view of calling attention to the task 
and urging all business men to coédper- 
ate with the officers of the chamber in 
the efforts they are making and will 
make in the campaign to secure the nec- 
essary codrdination between Govern- 
ment and business. This codperation.is 
also needed in connection with the vast 
amount of work necessary properly to 
introduce American goods to the mil- 
lions of foreign consumers who will be 
anxious to obtain them. The authorities 
at Washington must be convinced that 
our future growth depends upon our 
ability’ to produce and transport goods 
as cheaply as any other nation; that our 
laws pertaining to labor, maritime op- 
erations, and banking must offer to our 
citizens as favorable inducements to 
eek foreign trade as are offered by 
ither governments to their citizens. The 
Chamber of Commerce is the agency 
‘est equipped for presenting this sub- 
ject to our public officials. 

Much is said and written about the 
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foreign financing that will be a neces- 
sary part of our coming international 
trade. We are told that if America 
wants to sell goods in Central and South 
America or Africa we must finance 
the enterprises of those countries. The 
country that furnishes capital for the 
development of their agricultural, min- 
eral and forest resources and for the 
building of their railways will sell them 
the goods they use. That is a perfectly 
logical arrangement and one against 
which nobody can complain. 

The West is proving to be a rich in- 
vestment field, one that is undergoing 
a change that will open up possibilities 
for the marketing of foreign as well as 
domestic securities. Heretofore we have 
had millions of acres of untilled land, 
fertile beyond belief, immense unworked 
mineral deposits, great stretches of 
virgin forests and thousands of miles 
of territory without transportation. Set- 
tlers on the land, miners, lumbermen 
and railroad builders all required cap- 
ital. We had to go outside to borrow, 
as the limited local supply was wholly 
inadequate. We were a very large 
debtor community. Development in all 
these avenues has been going on in 
marvelous fashion for decades and the 
results in the shape of accumulated sur- 
plus capital are now becoming striking- 
ly apparent. Formerly the farmer used 
the proceeds of crops to liquidate mort- 
gages or buy more land. His indebted- 
ness has constantly diminished through 
recent years, and the days of feverish 
land buying are gone. He is becoming 
a security holder. The mining com- 
panies are converting their ores into 
cash that is adding to the investable re- 
sources of our people. Our railroad 
construction period is over. The Lib- 
erty Loan drives are educating farmer, 
laborer, manufacturer and merchant 
as bond buyers. All this means that 
the Middle West is fast becoming a 
most promising investment field and 
that Chicago and the Middle West will 
be able to absorb their full quota of 
whatever foreign securities it may be 
necessary to sell in this country in the 
promotion of our commerce abroad. 
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It is not over-stating the possibilities 
to predict that the United States will 
emerge from this present period of 
world unsettlement as one of the truly 
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great nations in international com- 
mercial affairs, and that Chicago will 
contribute its share in every movement 
looking to that end. 
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Effect of Peace on Our Industries 





By A. B. HEPBURN, Chairman Advisory Board, Chase National 
Bank, New York 





HEN peace comes the work in 
W all plants making guns, mu- 

nitions, or essentially war 
goods of any kind will stop. 
thus engaged will be thrown out of em- 
ployment and at a time when the high 
cost of living will be at the peak. The 
Government will cancel all contracts for 
the manufacture of war material, as 
they have a right to do. The manu- 
facturers will, by the terms of their 
contracts, have a claim upon the Gov- 
ernment because of such cancellations. 
They will have a claim not only by the 
terms of their bargain with the Govern- 
ment, but morally and equitably as well. 
Claims against the Government are 
proverbially slow in adjustment. In 
order to prevent such manufacturing 
concerns from going into bankruptcy 
and in order to enable them to shift 
their line of manufacturing and seek 
new markets, in order to prevent the 
non-employment of labor at a crucial 
time, and in order to prevent a general 
business cataclysm, the Government 
should now prepare for that eventuality 
which is sure to come, and be prepared 
speedily to adjust all contracts. It is 
often said that business has enjoyed 
great privileges and unusual opportuni- 
ties for making money, as the volume 
of business has grown in response to a 
general and insistent demand; that they 
have made so much money on the up- 
grade that they can well afford to with- 
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stand the “lean” period of readjust- 
ment following the downgrade after the 
This idea should be modified by 


war. 
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the fact that the Government has taken, 
by means of taxation, a very consider- 
able proportion of war profits. It 
should be borne in mind also that war, 
though a calamity, is constructive. It 
makes a demand for all kinds of ma- 
terial and for all kinds of labor; it 
gives to a nation full employment and 
advancing prices. All this is reversed 
on the down-grade. There is no further 
demand for the kinds of goods that 
manufacturers have been turning out in 
such volume, and consequently no de- 
mands for labor employment in such 
manufacturing. With labor, material 
and the general cost of manufacturing 
at the maximum with a diminishing mar- 
ket and receding prices, loss inevitably 
stares all manufacturing concerns in 
le face. The demands of this war 
‘ave raised everything to an unusual 
ight. The decline will be great in 
‘oportion when peace comes. The en- 
reed economy which obtains in all 
irring nations will be continued for 
ig years. The personal consumption 
5 


of goods will be diminished throughout 
the world; and when the demands for 
goods on the part of the Governments 
at war shall cease, the business outlook 
will not be reassuring. The Govern- 
ments are the principal consuming 
forces in the world to-day, and when 
they cease to be buyers they should do 
so with great regard to the general in- 
terests of their respective peoples. 
The making of guns and shells and 
other implements of war and their ac- 
cessories will cease very abruptly when 
peace comes. Confusion and uncertain- 
ty must characterize the transition pe- 
riod in which business will again seek 
normal channels and natural markets. 
Fortunate will we be if our Government 
settlements are speedy—so much of our 
business is with the Government—thus 
enabling business, both small and large, 
to presently seek new fields and new 
consumers for their output. The cop- 
per which this war has called for has 
been almost wholly destroyed in its use 
and must be replaced from the mines. 
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Railroads the world over and rolling 
stock will be found in bad condition, 
and large demand for rails, engines and 
cars will likely follow. By the close 
of the war, doubtless the shipping ton- 
nage will exceed the world tonnage 
when the U-boats began their work, 
and it would seem as though commerce, 
so interrupted and disjointed, would 
not have full use for the available ship- 
ping. On the other hand, think of 
the time it has taken and the intensive 
demand for vessels to transport our 
army to France, and then reflect upon 
the time and vessels it will take to re- 
convey the Allied armies back to their 
homes. 

Commerce in American bottoms can 
never compete with other nations until 
our labor and navigation laws are re- 
vised in the interest of making the con- 
test equal. 
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In the light of this war’s experience, 
there should be a revision of our tariff 
laws, our economic laws, especially with 
reference to credit, currency and bank- 
ing, and our laws with reference to 
transportation both on land and sea. 

In other words, the great problems 
involved in advancing civilization, in- 
volving man’s material wants and hu- 
man rights, will call for reéxamination 
and readjustment. Not only will busi- 
ness be in a state of flux, seeking again 
to find itself, but the ego, the homo, 
in their interrelations and their rela- 
tions to economic and material activi- 
ties, will call for readjustment. This 
will require the highest statesmanship 
on the part of our rulers, and let us 
hope that wise solutions may be had 
while our people are still so closely 
united and before intense partisanship 
again appears. 


Canadian War Finances 





By HON. A. K. MacLEAN, Acting Minister of Finance 





HE revenue for the fiscal year 

ending March 31, 1918, will, 

when the accounts are finally 
closed, reach $258,000,000, exceeding 
the revenue of the preceding year by 
$26,000,000, and that of the first year 
of the war by $125,000,000. Of the 
total amount of $258,000,000, Customs 
will yield $146,000,000 and excise $27,- 
000,000. From the various taxations, 
apart from customs and excise, we shall 
have received nearly $25,000,000. The 
several sources from which this revenue 
was derived, and the amounts, might be 
of interest to the House. For the past 
fiscal year they are as follows: Busi- 
ness profits war tax, $21,271,283; 
banks, $836,724.28; insurance compa- 


nies, $385,127.68; trust and loan com- 
panies, $207,917.68; Inland Revenue 
from railways, steamships, telegraph 
and cable companies, stamps, etc., $2,- 
229,922.81; a total of $24,990,975.45. 


EXPENDITURE 


Coming to our ordinary expenditure, 
and taking cognizance only of expendi- 
tures for civil government, and disre- 
garding all outlays on account of war, 
the expenditure for the fiscal year 
1917-18 is estimated at $173,000,000. 
The total expenditure of $173,000,000 
includes payment of interest, estimated 
at $45,000,000, and pensions of some 
$7,000,000, or $52,000,000 altogether: 
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whereas prior to the war the outlay on 
interest was but $12,000,000, and of 
course the expenditure for pensions on 
account of the war had not yet begun. 
It is also inclusive of the sums of $25,- 
000,000 and $7,500,000 voted and ad- 
vanced on account of the Canadian 
Northern Railway and the Grand 
Trunk Pacific Railway respectively. 
For the capital outlays beyond the or- 
dinary current expenditure of $173,- 
000,000 an expenditure of $30,000,000 
is estimated. These two items of ex- 
penditure amount to $203,000,000, and 
represent the outlay of Canada for all 
purposes apart from war during the 
past year. 

With a total revenue of $258,000,000, 
and an ordinary and capital expendi- 
ture of $203,000,000, it will be seen 
that during the fiscal year 1917-18 the 
Government was able to meet all ordi- 
nary and capital outlays, including an 
increased amount for interest account 
and pensions over the previous year of 
nearly $15,000,000, and have a favor- 
able balance of about $55,000,000 to 
be applied to war expénditures. 

Apart from the increased interest 
caused by our war borrowing, and the 
amount required for pensions, also aris- 
ing out of the war, substantial reduc- 
tions have been made in the estimates 
of practically all the services, and I 
anticipate that actual expenditure will 
be well below the amounts voted. These 
reductions, however, are more than off- 
set by the additional sums needed for 
interest and pensions for the current 
year over the past year, and which ex- 
cess I estimate at $25,000,000, so that 
ordinary expenditure for 1918-19 will 
increase materially over that of the 
previous year. Outside of interest and 
pension account, ordinary expenditures 
should not exceed those of last year. 
Substantial disbursements this year will 

e necessary in connection with the Sol- 

iers’ Land Settlement programme, and 

substantial liability has been assumed 

r the year in connection with the Hal- 

ax disaster. The capital expenditure 

ite has been materially cut. It is esti- 

ated that for the fiscal year 1918-19 

e shall be able to pay our ordinary 


and capital expenditure out of our rev- 
enue and have, as in the past two ) vars, 
an appreciable sum over, which we can 
apply to war purposes. The unex- 
pended balance of the Victory Loan will 
finance our war expenditures and ad- 
vances to the Imperial Government un- 
til July next, when treasury bills will 
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be temporarily negotiated, until the 
proceeds of the next public loan are 
available. 


WAR EXPENDITURES 


Canada is now in the fourth year of 
the war. Our expenditure on war ac- 
count for the year 1917-18 approxi- 
mates $345,000,000, of which amount 
$167,000,000 was expended in Canada; 
the balance, $178,000,000, represents 
our war expenditure overseas. Up to 
March 31, 1917, we had expended for 
war purposes $533,437,036.11, so that 
on March 31, 1918, our total outlay for 
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war was approximately $878,000,000. 
This amount includes all expenditures 
in Canada, Great Britain and France, 
and is also inclusive of the upkeep of 
our troops overseas. The amount does 
not, however, include any pay due but 
not yet paid to the troops overseas. 
During the past two fiscal years we 
have applied to war expenditure sur- 
pluses of revenue over ordinary and 
capital outlays the sum of $113,000,- 
000, and our interest and pension pay- 
ments attributable to war and covering 
the entire war period would approxi- 
mate about $75,000,000. 


NET DEBT 


The net debt of Canada, which be- 
fore the war stood at about $336,000,- 
000, has now passed the billion-dollar 
mark, and it is estimated that when 
the accounts for the year 1917-18 are 
closed it will reach, approximately, 
$1,200,000,000. The increase is almost 
entirely attributable to war expendi- 
tures. To provide funds for our war 
necessities, apart from the amounts we 
were able to spare from the ordinary 
revenues of the country, we have had 
recourse to public loans, and from time 
to time to temporary loans from our 
banks, which were subsequently liqui- 
dated from the proceeds of loans. 


TRADE 


The statistics of our trade indicate 
that our exports, year by year as the 
war progresses, are showing a greater 
and greater increase over our imports. 
The year before the war the imports 
exceeded the exports by nearly $300,- 
000,000. In 1917-18 this condition 
has been so completely reversed that 
the exports exceeded the imports by al- 
most $625,000,000, and our total trade, 
which passed the billion mark in 1913, 
exceeded the two and a half billion 
mark in 1918. 

It must be borne in mind, however, 
that this increase in our total trade is 
very largely attributable to war condi- 
tions, and as well the very favorable 
trade balance. It might be informing 
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to the House to briefly state that in 
1917-18 our exports to Great Britain 
were about $860,000,000, while our im- 
ports amounted to $81,000,000. Our 
exports to the United States reached 
the sum of $440,000,000, while our im- 
ports were $790,000,000. 


EXCHANGE 


Owing to the inability of Great 
Britain to settle in the usual way her 
trade balances, and to which I propose 
referring later, we are experiencing an 
acute exchange problem in Canada. 
During the past few months a very 
high rate has prevailed on remittances 
of funds to the United States, which 
has imposed a severe tax upon import- 
ers and the public, and, if it continues, 
must diminish imports or add to their 
cost. This high rate is due to the 
fact that we have to remit more to, than 
we receive from, the United States, 
and consequently the demand for 
United States funds is greater than the 
supply. Were we able to sell securi- 
ties in the United States the rates of 
exchange might easily have been ad- 
justed or normalized, but Canadians 
were not permitted to do so. The Gov- 
ernment did not require during the 
present year to borrow in the United 
States, even if we were permitted, and 
consequently by such an operation it 
was not convenient or practical to cor- 
rect the exchange. 

To redress the adverse rate of ex- 
change with the United States, we must 
lessen our imports from that country, 
or the United States must buy more 
from us, or we must sell securities in 
the United States to the extent of a 
very substantial proportion of our ad- 
verse trade balance. Other considera- 
tions, however, are involved in this 
matter, to which I shall refer later, 
but I might be permitted to say that 
the Government has been diligent in 
its endeavors to bring about such finan- 
cial arrangements with the Govern- 
ments of Great Britain and the United 
States as would materially relieve our 
people of the burden of the present 
high rates of exchange. I hope that 
very shortly we shall be in a position 
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to announce the succesful conclusion of 
negotiations which have in view this 
end. In connection with the exchange 
problem it might be of interest to state 
that for the first three months of this 
calendar year our imports from the 
United States have decreased below 
that of the corresponding period of 
last year by over $36,000,000, while 
our exports have increased in the same 
comparative period by about $20,000,- 
000. 


THE VICTORY LOAN 


The unqualified success attending the 
Victory Loan of last year, as well of 
previous domestic loans, is of such 
notable importance and _ significance 
that it calls for more than a passing 
reference. The large investment made 
by our citizens in the securities issued 
by the Government from time to time 
since the beginning of the war is a 
matter of natural pride to all Cana- 


dians. Since December '1, 1915, do- 
mestic war loan issues aggregating 


$746,000,000 have been made, and of 
which over $700,000,000 was subscribed 
for by Canadians, a very tangible evi- 
dence of the productive powers of our 
people, their determination to sustain 
our army and our commerce by loans to 
the State, and their faith in the abil- 
ity of Canada to honor in the future 
the financial obligations now so honor- 
ably incurred. That Canada possessed 
such a purchasing power it is needless 
for me to say was hardly entertained 
by any person, even the most optimis- 
tic. 

Last November the fourth war loan 
was placed upon the market in Can- 
ada. In the case of the three previous 
loans, for their successful flotation, the 
Government of the time relied upon 
newspaper advertising methods alone 


to secure the required  subscrip- 
tions,- and no extensively organ- 
ized campaign was deemed _neces- 


sary. In the case of the last loan, 
however, it was felt that more vigorous 
methods should be adopted in order 
that a wider response to the appeal 
should be received from all classes of 
our population, so that the absorption 
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of the loan would be rapid and that by 
spreading the holdings over as many 
people as possible the subscribers 
would be more strongly protected so 
far as the market price was concerned. 

The Minister of Finance, with the 
coéperation of some of the most active 
of the business men of the Dominion, 
organized a central committee called 
the Dominion Executive of the Victory 
Loan Campaign, which in turn organ- 
ized associated committees in every 
province. These again created commit- 
tees in various counties, cities and 
towns. By address, advertisement and 
canvass, by the united effort of all 
these countrywide organizations, the 
results far exceeded the expectations 
even of those best qualified to anticipate 
the result of an appeal of this char- 
acter. The bonds were of five, ten and 
twenty year maturities. The prospec- 
tus called for an amount of $150,000,- 
000, but the loan was an open one and 
the right was reserved to exceed sub- 
scriptions above this amount. In re- 
sponse to the appeal subscriptions 
to the amount of $408,000,000 from 
approximately 600,000 subscribers, 
a subscription from about one in 
every nine of our population, a sub- 
scription of over $58 per capita, were 
received. This was slightly better than 
the result of the Liberty Loan of 1917 
in the United States, where some 
9,400,000 subscriptions were received, 
or about one in more than eleven. The 
subscriptions in the four western prov- 
inces were particularly gratifying, and 
indicate in these new provinces remark- 
able accumulation of wealth, which fact 
is pleasing to the older sections of the 
Dominion. The Victory Loan Commit- 
tee state the subscriptions of Alberta 
amounted to $16,515,150; British Co- 
lumbia, $18,814,700; Saskatchewan, 
$21,777,050; and Manitoba, $32,326,- 
600. Opportunity was given to the 
Overseas Forces to subscribe, and we 
received over $1,500,000 from soldiers 
who cashed in their faith in their fight 
and country. 

The total subscription was cut down 
to an allotment of $398,000,000 of new 
money, not counting holdings of pre 
vious war loans which were convertible 
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and were converted into Victory Loan 
Bonds to the amount of over $150,000,- 
000. When all the charges are com- 
puted and paid, the cost of the loan 
will approximate 114 per cent., which 
is comparatively small in such a large 
operation and extending over so wide 
an area. The banks received 14 of 1 
per cent. as remuneration for their 
services and to compensate them for 
the labor entailed in all their branches 
in taking the subscriptions; issuing 
temporary receipts; delivering the 
scrip; receiving the five instalments 
from January to May; transmitting the 
cash to the Department of Finance; de- 
livering the bonds to subscribers in ex- 
change for scrip, and paying at par 
all over Canada the coupons and inter- 
est cheques during the whole period 
covered by the loan. 

The probable subscribers of the 
larger amounts were solicited by the 
agency of a special committee and upon 
these subscriptions no commission was 
paid. The local canvassers received 


























14, of 1 per cent. on all subscriptions 
received by them to compensate them 
for their time and labor; and finally, 
the bond dealers and brokers who coép- 
erated most heartily and energetically 
in the work and who placed the serv- 
ices of themselves and their several 
staffs at the disposal of the committee 
were allowed such remuneration as was 
deemed reasonable by the Minister of 
Finance. It is estimated that the total 
charges will amount approximately to 
$5,000,000, or about 114 per cent. 
When the issuing charges for all our 
previous loans are considered, it will 
be found that this may be regarded as 
exceedingly reasonable. 


FINANCING WAR AND TRADE 


There is a very direct connection not 
only between our domestic loans and 
the financing of our war operations, but 
also with our productions and our over- 
seas export trade, and I think the mat- 
ter well worthy of some consideration. 
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Fundamentally trade is the exchange of 
products, and payment of the purchases 
of goods abroad must be made by the 
sale of goods or securities abroad. 
With us, gold is not a factor in inter- 
national trade. All are acquainted with 
the fact that the war has disturbed the 
natural currents of trade, rendering 
impossible the settlement of interna- 
tional trading accounts in the usual 
manner. Prior to the war, Canada had 
a favorable trade balance with Great 
Britain through the sale of her prod- 
ucts and securities in that country, 
while we have always had an unfavor- 
able trade balance with the United 
States. We settled the latter in Lon- 
don out of our available credits there, 
which was of course convenient to the 
United States because that country al- 
ways had payments to meet there. 
The later stages of the war, however, 
have materially altered Great Britain’s 
position, and circumstances have com- 
pelled her to purchase heavily of war 
supplies and foodstuffs on this side 
of the Atlantic, while her exports have 
been diminishing. She has thus become 
chiefly a purchasing nation, and is no 
longer a loaning but a borowing coun- 
try. In 1917-18 we had as a matter of 
fact a favorable merchandise trade bal- 
ance with Great Britain of about $790,- 
000,000, while with the United States it 
was unfavorable to the extent of $350,- 
000,000. Normally, we would settle 
our unfavorable American trade balance 
with the moneys receivable from Great 
Britain for her liberal purchases of our 
high-priced commodities. | However, 
owing to the enormous purchases Great 
Britain was obliged to make for her- 
self and some of her allies, and so 
great had been the drain upon her liquid 
resources in the first three years of 
the war that in July, 1917, she was 
obliged to secure loans or dollar credits 
for her Canadian purchases, otherwise, 
she would be obliged to practically 
cease purchasing here. In that event, 
commercial disaster would have over- 
taken us and we would have had diffi- 
culty in financing our war expenditures. 
It was therefore important that imme- 
diate action be taken to meet this new 
condition of affairs. In order that our 


industries and our artisans might be 
employed, that our agriculturists might 
be afforded an export market and en- 
couraged to produce, and that all our 
people might be paid for their export- 
able productions, which was of course 
of vital importance to all classes of our 
people, arrangements were consum- 
mated in midsummer last year whereby 
the Government of Canada agreed to 
make advances to Great Britain at the 
rate of $25,000,000 per month in order 
that she might purchase in Canada such 
of our products as she needed and 
which we had to sell. In fact, ad- 
vances for cheese and meat products in 
excess of the agreement were made last 
year. In addition, and for the same 
purpose, the Canadian banks agreed to 
make advances to the British Govern- 
ment, and altogether up to this date 
have advanced $200,000,000 on the se- 
curity of Imperial Treasury Bills. 
Further, the Government of the United 
States last year agreed to establish 
credits for British purchases in Canada. 

These arrangements are still effective 
and are likely to continue throughout 
ilie year. In a word, the Government 
of Canada and the Canadian banks 
have been granting credits for Great 
Britain’s purchases in Canada in sub- 
stantial amounts since midsummer of 
1917, otherwise, our overseas trade 
would have been seriously handicapped. 
I must point out, however, that while 
the Government has thus been making 
advances to assist in the payment of 
British purchases in Canada, Great 
Britain has been paying for Canada 
the upkeep of her troops in Great Brit- 
ain and France, and sundry other Gov- 
ernment accounts. These payments by 
the Imperial Government for Canada 
have been to date $100,000,000 less 
than the payments made for Great 
Britain by the Canadian Government, 
and there is that amount to our credit 
in this open account to-day. 

That is strictly the Government's 
financial position in respect to war and 
trade for this year. It might be inter 
esting to consider the economic posi 
tion of the people of Canada outside 
of the Government. The position of 
the people of the country, apart from 
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the Government, is surrounded with ad- 
ditional difficulties. ‘They must meet an 
adverse balance of merchandise trade 
with the United States, and also the 
principal and interest of maturities 
there. They must as well pay for im- 
ports from Great Britain, which last 
year amounted to $81,000,000, notwith- 
standing we are the creditor country; 
and they must pay the interest owed 
by our people in Great Britain, and 
which amounts to about $135,000,000 
annually. The combined commitments 
of the Government and the people are, 
therefore, abnormal and substantial by 
reason of the conditions I have outlined. 

Relatively, our position during the 
whole of the last fiscal year was less 
enerous than it is at present. In the 


early part of 1917 Great Britain was 
‘ble to pay for some of her purchases, 
id, in addition, Canada was permitted 
borrow money from the United 
ates to the extent of $185,000,000, 
hich assisted in reducing our adverse 
lance with that country. 


In 1918, as 





far as one knows at present, we are 
prohibited from selling securities of 
any kind in the United States, and to 
that extent we are at a disadvantage 
this year in the settlement of our 
American purchases, and, of course, 
Great Britain is unable to pay directly 
for any portion of her Canadian pur- 
chases. 

The experience of all nations during 
the war teaches us that all problems 
change as we approach them. We may 
yet, during the present year, be per- 
mitted to sell in a restricted way se- 
curities in the United States. The 
United States may buy more from us 
during this year, on account of war and 
other purposes, than she did last year. 
I believe she will. We may, during the 
year, and should, as a people, buy less 
of the United States of non-essential 
articles. Great Britain may arrange 
with us to pay in pounds sterling for 
what merchandise our people buy from 
her, and what Canadians owe her peo- 
ple for interest; the Government col- 
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lecting here under suitable arrange- 
ments the interest and merchandise ac- 
counts due the people of Great Britain 
by our people, and with the proceeds 
buying additional Canadian products 
and shipping them overseas. At any 
rate, there, in rough outline, is the 
problem of the Canadian people to- 
day in carrying on our part of the war, 
and in part our trade and commerce, 
and making possible the productions 
and activities of the manufacturer, 
farmer, fisherman and lumberman; and 
such, in part, is the method employed 
in bringing about that end. 

With these facts before the House, it 
might be interesting to consider what, 
directly and indirectly, are the commit- 
ments of the Government for this year. 
Approximately we must provide: 


For Civil Budget 
For War Expenditure 
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own capital and labor, so far as one 
can see, to carry on our present war 
and trade programme. I cannot too 
strongly state the imperative necessity 
of the Government borrowing from our 
own people, and the imperative duty of 
our own people to loan to the Govern- 
ment. No person can too strongly im- 
press this view upon our country. This 
obligation rests upon all classes and 
upon every citizen. To enable our peo- 
ple to do this, it is necesary that they 
continue to produce wealth. The pro- 
duction of wealth means an excess of 
production above our own wants. We 
must continue to produce, and if pos- 
sible in greater quantities, by a more 
effective mobilization and utilization of 
our man and woman power, notwith- 
standing the fresh requirements of our 


30,000,000 
425,000,006 


For advances to the Imperial Government for financing in part 


our export trade with Great Britain 


To discharge this there will be: 
Revenue 


325,000,000 


$980,000,000 


$980,000,000 


eC ee ee $270,000,000 


Advances by Great Britain to pay for maintenance of Canadian 


troops overseas, about 


Unexpended balance of Victory Loan as of March 31, 1918.... 


leaving a probable balance for 1918-19 of 


to be provided from loans in Canada or 
elsewhere if possible. This is not in- 
clusive of our commitments for expen- 
diture on account of the purchase of 
railway equipment and Canadian 
Northern Railway maturities. The lat- 
ter we hope to extend upon smali pay- 
ments of principal under powers which 
we are asking of Parliament this year, 
and the railway equipment, it is ex- 
pected, will be financed largely by the 
issue and sale of equipment securities. 

If we are to continue our part in the 
war, and maintain our overseas trade at 
its present dimensions, the people. of 
Canada must loan to the Government 
the money to accomplish that end. That 
is, they must, year after year, purchase 
Victory Bonds. There is no other way 
of accomplishing it. It cannot be ob- 
tained elsewhere. We must rely on our 


300,000,006 
130,000,000 


$700,000,000 $700,000,000 


280,000,000 


army for man-power, and the 
other difficulties confronting us. And 
we must economize in every way. Pri- 
marily, saving is not a question of 
money. It is rather a question of sav- 
ing the things that money will buy. 
The less we consume of that which we 
produce the greater the surplus we 
shall have to sell abroad. The more 
we save of our productions and of our 
services the better able shall we be to 
meet our increasing taxation, and the 
greater the power of our people to pur- 
chase Government bonds. Of our im- 
ports from the United States, there is 
a great volume of non-essential com- 
modities and luxuries. If we all ceased 
to buy of these, our adverse trade bal- 
ance with the United States would be 
partially redressed, the cost of remit 
tances for our essential imports from 


many 
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the United States would be less, and 
the cost of these essentials would be 
that much less to our importers and 
consumers, while a greater surplus 
would be available for payment of tax- 
ation and loans to the Government. 
We must learn to dispense with luxu- 
ries, and possibly with some of the 
things which we have hitherto regarded 
as necessities. In order to reduce this 
class of imports, it may become neces- 
sary to control the same by the licensing 
system. I am merely pointing out that 
which should be the aim and the pur- 
pose of the state and its citizens and 
which becomes more clear as the war is 
prolonged. I do not think it can be 
justly said that the Canadian people 
have altogether failed in this respect, 
notwithstanding the many temptations 
which a war prosperity has brought to 
us. An investment of over $700,000,- 
000 in Canadian Government securities 


by Canadians is indisputable evidence 
of production and thrift, but better 
still, a token of stability, law and or- 
der in the days to come. The increase 
in our bank deposits is likewise an evi- 
dence of economy on the part of our 
people. I feel I am not subjecting my- 
self to sound criticism when I say we 
can do better, and in very fact we must. 
In other respects are our people to be 
commended. In our expanding trade 
and commerce one might well have 
looked for a period of speculation that 
would have later spelled disaster, but 
there has been no speculation in lands 
or stocks, municipalities have curtailed 
expenditures as they all should do, 
building operations have been restricted 
to our wants, our financial institutions 
occupy a strong position, our currency 
is upon a sound basis, and the expan- 
sion of our industries can hardly be 
said to be unsound. 
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Foreign Banking 
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New York city. 
its operations, 


NE of the purposes of the Fed- 
eral Reserve system was that of 
providing a better means for the 

expansion of American export trade. 
It had long been recognized that such 
an export trade development could 
never be satisfactorily obtained under 
the limitations and restrictions which 
iad been incorporated into the Nation- 
al Banking Act. The high cost of ob- 
taining accommodation in foreign trade, 
the lack of satisfactory facilities for 
business houses in search of such ac- 


He drafted the Federal Reserve Act and is thoroughly familiar with 


commodation, and the entire failure to 
develop the United States as an inter- 
national money market, are all well- 
known elements in the problem of bank- 
ing as it presented itself when the ques- 
tion of new banking legislation was first 
taken under advisement. 


ADAPTING OUR BANKING SYSTEM TO 
FOREIGN TRADE 


The Federal Reserve Act made two 
important innovations of a constructive 
kind in the foreign banking situation as 
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it then existed. The act provided for 
the introduction and use of the bankers’ 
acceptance and it also provided for the 
establishment of branches of American 
banks of specified capitalization, such 
branches to be located in foreign coun- 
tries and presumably to be devoted to 
the promotion of American trade there. 
Incidentally, as a means of carrying 
into effect these two provisions, the act 
authorized Federal Reserve Banks to 
establish agencies or appoint corre- 
spondents abroad. It was the thought 
of those who framed the Federal Re- 
serve Act that, just as our domestic 
trade would be served and supported by 
the conservation of resources and exten- 
sion of commercial credit at reasonable 
rates at home, so our foreign trade 
would be aided and developed by the 
use of the same methods on the part of 
branches of American banks. Branches 
of Federal Reserve Banks were provid- 
ed for, whose function it would be to 
assist the foreign branches of their mem- 
bers. They were expected also to 
transact such foreign business of 
the members themselves as_ might 
be entrusted to the Federal Reserve 
Banks to be by them actually per- 
formed through their own branches. 
Shortly after the Federal Reserve 
Act was placed on the statute books and 
the Federal Reserve Banks had been 
opened there sprang up an agitation 
among business men for the further ex- 
tension of the foreign banking facilities 
provided by the Federal Reserve Act. 
It was the object of this movement to 
obtain legislation which would permit 
national banks to join together for the 
purpose of organizing a foregn banking 
corporation, taking out stock in the en- 
terprise and proceeding to do business 
abroad. A provision of this kind had 
been included in the original Aldrich 
bili, and had at one time been consid- 
ered as an element in the Federal Re- 
serve Act, but had been laid aside. 
There was, however, no serious objec- 
tion to it, and the Federal Reserve 
Board had little or no hesitation in ac- 
cordingly recommending the proposal to 
Congress, which eventually adopted it. 
Still later it was represented to the Fed- 
eral Reserve Board by one or two 
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groups of business men that these for- 
eign banking enterprises ought to be in- 
corporated under a Federal charter—a 
plan for which provision had not been 
made by Congress. The Board recom- 
mended the adoption of such legislation 
put it has not as yet been enacted. This 
brief survey, however, shows that with 
the exception of one item—relatively 
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unimportant and certainly not essential 
—the business and banking community 
has been provided with all the legisla- 
tion it has deemed requisite for the pro- 
motion of foreign banking on the part 
of American institutions. 

It is therefore fair to inquire how far 
this invitation has been accepted and 
what has been the result or effect of it. 
Thus far but few institutions of the 
kind that were originally contemplated 
have been organized. The National 
City Bank has established a series of 
branches at various South American 
and West Indian points, while the First 
National Bank of Boston has taken 
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steps in the same direction. The-Amer- 
ican Foreign Banking Corporation has 
been established through the action of 
a considerable number of national banks 
in taking stock in the enterprise for the 
purpose of creating branches abroad 
and has thus far chosen to transact its 
main business in South America. There 
were already in existence the Mercan- 
tile Bank of the Americas operating 
chiefly in South America and one or two 
other institutions of similar scope. A 
few highly specialized concerns trading 
largely in paper growing out of foreign 
business have been created, but for the 
most part the outline just given covers 
practically the whole of the foreign 
banking undertakings of the country. 
Taken in the aggregate, although some 
promising and hopeful enterprises are 
included among the developments of the 
past few years, the scope of the field 
covered has not been particularly en- 
couraging or satisfactory. 


FURTHER OPPORTUNITIES IN THE 
FOREIGN FIELD 


This failure to improve the opportu- 
nity afforded by the foreign trade field 
is certainly not due to insufficiency of 
business. The export trade of the 
United States has, as is well known, 
largely increased; while in many lines 
of business we have been practically 
free from competition as a result of the 
highly special and peculiar conditions 


that American bankers preferred to im- 
prove these rather than to allow them- 
selves to be drawn off into fields in 
which the return was less assured and 
might not be any larger than in home 
enterprises. During the first three 
years of the war they appeared to have 
the whole situation well within their con- 
trol inasmuch as foreigners were at that 
tune resorting freely to this market for 
their accommodations and were building 
up large balances here, this being one of 
the few free gold markets of the world. 
With the entry of the United States 
into the war, the condition has changed 
and our competitive advantage has natu- 
rally been lessened. 


THE USE OF ACCEPTANCES 


Much has been made of the accept- 
ance power granted to national banks 
under the Federal Reserve Act. The 
use of the bankers’ acceptance has been 
generally regarded as practically funda- 
mental to the development of our bank- 
ing system on its foreign side with the 
success that is demanded of it, if our 
export trade is to maintain itself after 
the war. During the past two years 
there has been in some respects at least 
an encouraging development of the ac- 
ceptance, but to-day a retrograde move- 
ment has apparently set in. The latest 
figures on the subject compiled by the 
Federal Reserve Board show the follow- 
ing results: 


Accentance liabilities of national banks in principal cities of the United States on 
specified dates. 


jin thousands of dollars; 
Dec. 31, 

1917. 

$217,190 

Trust companies in Gieater New York. 100,196 


Ail national banks 
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Trust companies in Boston 

Trust coinpanies in Baltimure 

State banks and trust companies in St. 
Louis 
*March 14. 


jJune 20. 

surrounding international conditions at 
the present time. Inactivity in foreign 
enterprise has probably been due chiefly 
to the fact that excellent business op- 
portunities were afforded at home and 
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March 4, 
1918. 
$230,164 
*104,920 
7,345 
18,673 

470 


May 10, 
1918, 
$250,323 
121,274 


June 29, 
1918. 
$231,805 
$114,177 
$8,345 
19,908 

1,113 


18,497 


5,122 9,280 7,072 


This amounts to a shrinkage of 
about eight per cent. in the total volume 
of acceptances shown during the latest 
period of comparison covered by the 
table. The volume of bankers’ accept- 
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ances held by Federal Reserve banks 
has fallen off about one-third from the 
highest level. Coming as it does at a 
time when our foreign trade has reached 
Jarge proportions, the situation as thus 
statistically exhibited does not seem to 
show that the banks are preparing 
themselves for the wide use of what 
has been considered a necessary instru- 
ment. The foreign trade is being 
financed, but much of it of course is 
paid for through the issue of Govern- 
ment obligations which serve as a ba- 
sis for advances to Allied nations in 
paying for their purchases here. It 
wotld also seem that some banks which 
had entered actively upon the accept- 
ance method of financing have been in- 
clined to moderate their efforts. In 
some other cases, too, it would appear 
that certain banks have used a large 
share of acceptance power in providing 
resources to enable domestic corpora- 
tions to carry stored products, or have 
otherwise applied the instrument to pur- 
poses that, however desirable in and of 
themselves, are not those for which the 
acceptance was originally intended or 
for which it is used in other countries. 
Despite various well-meant and to some 
extent successful attempts to develop 
what is known as a discount market in 
the United States, the success thus far 
atiained in this direction has been, it 
must be admitted, very moderate indeed, 
so that the problem remains still to 
be solved. The fact that within recent 
mouths English banks have by artificial 
means maintained a low acceptance rate 
has enabled them to retain much of 
their acceptance business which would 
otherwise have gone to the United 
States, the funds supplied by our own 
nation serving meanwhile as the basis 
upon which sterling exchange has been 
maintained at the “pegged” rate estab- 
lished for it. So far as can be learned 
American bankers have not exerted 
themselves to correct this situation, but 
have rather been inclined to accept it 
as an incident of the war against which 
it was useless or at least inexpedient to 


protest. 
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WAR AND PEACE PROBLEMS IN FOREIGN 


BANKING 


A phase of the war situation which 
has undoubtedly hampered our foreign 
trade and has interfered with the proc- 
ess of financing it through American 
banks has been the so-called depreciation 
of the dollar in foreign countries and 
the attendant difficulties in transacting 
business. In order to remedy the situa- 
tioa at least to some extent the control 
of foreign exchange has been attempted 
through the establishment of so-called 
exchange agreements with Argentina, 
Bolivia and other South American 
countries. In the case of Can- 
ada special means of relief based 
on grants for the exportation of 
gold subject to return within a limited 
period were provided by the Federal 
Reserve Board, while with India a plan 
for furnishing rupees at a fixed rate 
through the joint intermediation of the 
British treasury and the Federal Re- 
serve system has been more or less suc- 
cessful. All these and other similar ex- 
pedients are however little more than a 
means of treating symptoms. The pros- 
pect of peace has brought about a return 
to more nearly normal conditions in the 
neutral exchanges, but the problems of 
our general relationship abroad remain. 
It has been suggested that a foreign ex- 
change or foreign trade bank be estab- 
lished under Government supervision. 
The plan has been productive of much 
difference of opinion and has not suc- 
ceeded in establishing itself thus far. 
Even if such an undertaking could be 
expected to accomplish all that its advo- 
cates and believers predict, there would 
still remain the fact that with the exist- 
ing gold embargo and regulation of im- 
portation and exportation, difficulties in 
the way of sound banking operations 
would be considerable. These difficulties 
could be remedied only by the removal 
or modification of the underlying condi- 
tions—a courageous method of remedy- 
ing the situation which has been urged 
by some thinkers in spite of the numer- 
ous obstacles to its application. The 
latest development has been the action 
of Congress in bestowing upon the Sec- 





Converting Deposits Into Reserve 


is the present day test of your ability to 
turn a losing account into one of profit. 


The best collection system is the one that 
converts out-of-town checks into available 
cash in the shortest time. 


The transit department of this bank re- 





ceives and despatches mail 24 hours each 





day. 


Send for our booklet 


“The Transfer of Reserves 
To Federal Reserve Banks” 


THE 


Philadelphia National Bank 


(ORGANIZED 1803) 


retary of the Treasury the power to 
obtain banking credits abroad and 
stabilize exchange—a power which is 
more directly intended to be instrumen- 
tal in obtaining proper terms for gov- 
ernment operations, purchases, and the 
like, than it is to serve as a foundation 
for the future financing of American 
business abroad or for the establishment 
of banking connections for our home 
institutions. The question of our for- 
eign banking connections will still pre- 
sent itself as a great peace problem 
when questions arising out of the war 
have been disposed of. 

Practical bankers in recent utterances 
have recognized the problems of foreign 
trade banking and have apparently 
given some weight to the plan of estab- 
lishing a Government foreign trade 
banking institution. Most, however, 
call chiefly for coéperative or combined 
action on the part of American institu- 
tions for the purpose of meeting exist- 
ing difficulties and of preparing for the 
after-war financing of our external com- 


merce. It is undoubtedly true that some 
systematic and early action is needed if 
advantage is to be taken of the oppor- 
tunities held out by the Federal Reserve 
Act and the amendments thereto—thus 
iar so seriously neglected—and if pro- 
vision is to be made for reducing the 
effect of existing conditions to a mini- 
mum as well as for laying the founda- 
tions for our future enterprises. These 
things demand the development of a 
consistent programme and the applica- 
tion of our means to its definite work- 
ing out. Either with or without a previ- 
ous understanding among the banks of 
the country, there must certainly be de- 
veloped a very much broader, better 
equipped and more strongly financed 
network of branches in foreign coun- 
tries. South America appears to be the 
chosen field in which our bankers have 
thus far preferred to operate, but the 
Orient probably offers greater oppor- 
tunities at least potentially, although 
thus far—save in the Philippine Islands 
—nothing whatever has been done there. 
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We must not, however, stop with the 
less developed nations of the world, but 
there must be a definite application of 
American banking resources in the 
European trade. Branches should be 
established at each of the principal 
European capitals and commercial 
points and should there engage actively 
in transactions necessitated by or de- 
signed to facilitate business with the 
United States. If it be objected that 
such operations could not pay or that 
the present is not a favorable time in 
which to undertake them, it may be re- 
plied that only in exceptional cases can 
large undertakings be made to pay from 
the very beginning and that it is this 
very tendency to insist upon a dollar in 
hand before a dollar is expended that 
has prevented general growth in our 
foreign banking system down to the 
present time. Further than this, how- 
ever hackneyed the recommendation 
may appear, it must be reiterated that 
the use of the acceptance powers 
granted to our banks upon a much 
broader scale than the present, and in 
a way much more nearly harmonious 
with European custom and _ practice, 
will be essential to our retaining even 
that place in international finance which 
has already fallen to us. It is in many 
ways a generous and hopeful indication 
of the feeling of our business commu- 
nity that it has consented to the continu- 
ation of the sterling bill in this market 
as a means of making remittances in- 
stead of calling for the development of 
dollar exchange. The transition from 
the sterling bill to the dollar bill would 
undoubtedly have been inevitable had 
we not supplied the funds which have 
sustained the operation of pegging 
sterling exchange; and it is a handsome 
tribute to the good feeling of the United 
States and its traders that no such de- 
mand for the shifting of the unit of in- 
ternational trade has been presented. 
Nevertheless it is fair to ask when and 
under what circumstances are bankers 
to feel it their duty—and their advan- 
tage—to begin the task of employing 
dollar remittances on a scale commen- 
surate with our business in the settle- 
ment of business between the United 


States and foreign countries as well as 
of business between foreign countries 
which has been financed with American 
resources. ‘There has as yet been no 
answer to this question and none ap- 
pears to be in sight, yet an answer must 
be furnished before very long unless the 
opportunities provided by the war for 
the development -of a foreign trade 
financial system are to be allowed com- 
pletely to slip out of our hands, 


FATLURE TO TAKE ADVANTAGE OF OUR 
OPPORTUNITIES 


The real truth about our foreign trade 
situation is that we have abundant leg- 
islation and abundant machinery for the 
introduction of American banking meth- 
ods and that the failure to do more has 
been due to the lack of enterprise or 
the consideration for others shown by 
many of our bankers or perhaps to both 
—coupled, of course, with the fact that 
very advantageous means for the em- 
pioyment of resources were open at 
home. There are few or no foreign 
countries which view their external 
trade problems in the easy-going way 
that is common in the United States. 
Both by the organization of new banks 
ana by the use of every possible means 
of financial protection they are endeav- 
oring to hold what they have and to 
arrange for a larger control of busi- 
ness when the war shall come to a close. 
The British bank amalgamations which 
have been so striking a feature of the 
past year’s developments in England 
have been expressly defended on the 
ground that they afford a better basis 
for colonial banking and for the exploi- 
tation of the foreign field. It is a nota- 
ble fact that some of the institutions 
which have participated in these amal- 
gamations have been pioneers in foreign 
enterprises. Whether the theory be true 
or not that such amalgamations facili- 
tate the financing of foreign trade, it is 
a fact that they and other methods are 
being actively employed with that end 
in view, thus showing the opinion which 
is entertained by those who are re- 
sponsible for them as well as the earn- 
est desire of their promoters to secure 
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and retain the foreign business which is 
regarded as so essential an element in 
the prosperity of modern commercial 
countries. The problem of foreign 
banking in the United States is differ- 
ent in form but the same in essentials as 
it is elsewhere. Federal Reserve Banks 
already possess the power to establish 
abroad agencies which shall be author- 
ized to trade in paper of the same classes 
and maturities that are eligible for dis- 
count in the United States; and when 
they do so they will provide a nucleus 
of organization and a support for the 
operations of individual banks which 
wil! greatly facilitate the dealings of 
the latter. It cannot be expected, how- 
ever, that the Federal Reserve Banks 
should enter the foreign field as pi- 
oneers engaging in commercial transac- 
tions and assuming the risks and haz- 
ards of such undertakings as freely as 
cau the individual bank. Nevertheless, 
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there is much that they can do to lay a 
foundation and prepare the way for 
American bankers and business men and 
when commercial banks have been es- 
tablished abroad either as branches of 
our home institutions or as themselves 
parent offices designed primarily for 
trade with the United States, the Fed- 
eral Reserve institutions will be able to 
afford a much needed assistance and 
means of organization. American 
bankers can to-day organize with 
safety and success under existing law 
for the exploitation of the foreign field 
and they must at an early date arrange 
to do so upon a scale of some consider- 
able breadth. They will undoubtedly in 
such circumstances be rendered all due 
assistance by the Federal Reserve sys- 
tem, which, as its name implies, is not a 
pioneer or first line force, but a “re- 
serve’ or supporting factor. 


Wartime Observations over South 
America 





By WILLIAM A. REID 





In addition to long foreign trade experience in the United States, 


Mr. Reid has 


spent five years in studying and investigating commercial activities in more than forty 


different countries around the world. 


T RAVELLING and trading over 


the vast continent of South 

America at intervals during the 
last decade has left impressions and 
provided experiences on which we may 
base at least a general glance at after- 
war possibilities. First of all, the 
writer's travels have particularly im- 
pressed upon him the fact that the ten 
nations of the continent are far more 
distinct and separate political states 
than the average person is inclined to 


believe. Most of those who have not 
had occasion to study or trade with the 
South Americans speak of them as be- 
ing of the same general class. To be 
sure, they are largely of Latin origin, 
but many are intermingled with the 
aborigines, and the aboriginal inhabitant 
whom Magellan encountered in southern 
Argentina must have been an entirely 
different being from the aristocratic 
Inca met by Pizarro several thousand 
miles northward; while those of Euro- 
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pean blood who have imigrated to 
South America have been drawn from 
various lands. 

All of the nations speak the Spanish 
language excepting Brazil, which re- 
tains the Portuguese tongue; but the 
Chilean, for instance, differs consider- 
ably from the Venezuelan; the Peruvian 
and the Argentine are of quite dissimi- 
lar types; Brazil borders Bolivia, yet 
the two nationalities widely differ in 
characteristics as they do in business 
methods. He who would develop 
friendship and commerce with the sev- 
eral nations must, therefore, realize, 
study and respect these differences, if 
he is to meet the full measure of suc- 
cessful intercourse. For instance, we 
should not address a Brazilian in Span- 
ish; outwardly he may be the essence 
of politeness and treat the incident as 
trivial as it seems, but inwardly he may 
resent the use of Spanish or harbor a 
dislike for those who speak that lan- 
guage. He prefers to be spoken to in 
English rather than in Spanish. Again, 
we sometimes wound the sensitive feel- 
ings of the higher type Argentine by 


calling him a South American; he says 
he is an Argentine, is prouder of that 
designation, and regards his country 


as the greatest of the continent. Such 
shades of difference are to be observed 
all over South America. 

Three little words express factors 
that have made nations great: people, 
communication, capital. South Amer- 
ica in normal times sadly lacked these 
upbuilding influences in sufficient quan- 
tities; and during the present years of 
world conflict the need is even more 
pronounced. 

Each country, as is well known, is 
underpopulated. Brazil with her 20,- 
000,000 has a larger number of people, 
but they are distributed over sucha vast 
area that the nation as a whole has 
only seven persons per square mile; 
Argentina also has only seven persons 
for the same area; Bolivia, three; Chile, 
sixteen; Colombia, ten, etc. All of the 
republics have sought imigrants and in 
normal times Europe has outpoured a 
fair stream of humanity to help popu- 
late the new lands of the west. Ar- 
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gentina, Brazil and Uruguay have been 
especially fortunate in this respect, and 
have profited by the annual inflow. For 
a time Argentina received 800 or more 
emigrants a day or several hundred 
thousand a year. On the Pacific side 
of the continent immigration has been 
slight, Chile attracting the greater num- 
ber, or about 2,500 a year during the 
past decade. 

With the outbreak of the European 
hostilities South America was compelled 
to part with thousands of her people; 
the imigrant who held citizenship in 
the homeland was called to the colors 
and almost every eastbound ship in 
1915, and later, bore away some of 
South America’s ill-spared population. 
Losing thousands of people may have 
been a blessing in disguise; it evidently 
caused the leading officials to think; it 
gave a new impulse to human conserva- 
tion; the societies that sought to lessen 
infant mortality became more active and 
sanitary science more important. Ar- 
gentina called a medical congress, which 
met in Buenos Aires, and to which 
neighboring countries sent delegates; 
and the agitation for conserving life and 
fostering sanitation seems to have been 
given a new and permanent impetus. 


THE LABOR SITUATION 


Generally speaking, the shortage of 
labor in South America is a serious 
handicap to enterprises requiring hun- 
dreds or thousands of men. Normally 
this situation was in some degre im- 
proved by the extremely cheap steer- 
age rates between southern European 
ports and Argentina, Brazil and Uru- 
guay. Hundreds of laborers crossed 
the Atlantic to aid in harvesting the 
crops, and the rather high wages re- 
ceived for this work made the long trip 
practical and popular; the laborers re- 
turning home after the close of the busy 
season, or, if they first landed in Brazil, 
emigrating southward as the crops ma- 
tured. The end of the coffee harvest in 
Brazil turned the workers toward Uru- 
guay, and a through line of railroad 
offered a popular route, while govern- 
ment codperation between the two na- 
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Why They Call Us 
“Qld Bullion” 


During the panic of ‘57, when banks were besieged by depositors demanding 
their money, an old woman came to the Chemical Bank and thrust in a handful 
of bank bills at the paying teller’s window. 

The paying teller, seeing that they were not Chemical Bank bills, was about 
to hand them back when one of the directors instructed him to “give the old 


This action was greeted with an outburst of applause by the bystanders, most 
of whom withdrew wtihout asking for their money. 

From that day on, the Chemical Bank has been known as “Old Bullion.” 

This sobriquet may have been forgotten, but not the methods by which it was 
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tions still further aided the planter by 
providing him with laborers. Argen- 
tina, with its network of railways, also 
encouraged the laborer to follow the 
ripening grain from northward to 
southward. 

The great war ended for the time 
being this annual flow of labor from 
Europe, and parts of eastern South 
America have suffered a dearth of work- 
ers. On the other hand, the abnormal 
times are responsible for the temporary 
closing of various industries and hun- 
dreds of men have been thrown out of 
employment, which, however, seems to 
have affected only local conditions. In 
the vicinity of great meat-packing in- 
dustries I saw in 1916 thousands of 
workers clamoring for employment, but 
the establishments had an over-supply. 
On being shown through the cold-stor- 
age divisions where many tons of beef 
and other foods were stored, sold in Eu- 
rope, but undeliverable on account of in- 
adequate shipping facilities, the over- 
supply of workers was explainable. 





On the Pacific side of the continent 
the labor situation is somewhat pecu- 
liar. The countries being engaged 
principally in mining, operations in 
many cases are at altitudes that pro- 
hibit physical exertion by those not born 
or bred at such heights. In Bolivia, 
Peru and Chile we find American capi- 
tal operating enterprises at 10,000, 12,- 
000 and 15,000 feet altitudes or even 
higher; and in most cases the importa- 
tion of laborers from low altitudes has 
not proved successful. The companies 
must obtain workers largely from the 
highlands, and these regions are usually 
sparsely populated, making an adequate 
supply of labor difficult to recruit. 

The partial remedy for labor short- 
age in South America, as in the United 
States, is the implement and the ma- 
chine. Gradually but surely the me- 
chanical contrivance is supplanting hu- 
man labor and is reaching out to new 
fields. I recall a recent case in Uru- 
guay where miles of sewer piping were 
needed. Natives had been manufactur- 
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ing this product by slow and tedious 
methods. With the American contrac- 
tors, however, came modern pipe-mak- 
ing machinery, whose output in a day 
amounted to more than many laborers 
eould produce in weeks. Sewer piping 
is but an illustration of the thousand 
and one other commodities that will in 
the future be made in South America 
by machinery rather than by hand. 
The complicated machinery itself, how- 
ever, can not be manufactured there 
for years but must come from the 
United States and Europe. 


TRANSPORTATION 


More than four years have passed 
since railway building in South America 
practically ceased; if we include sev- 
eral other years prior to the outbreak 
of the great war, when depression ex- 
isted in parts of the continent, we 
must note that almost twice that time 
has elapsed since railway construction 
was active. Thus, one of the greatest 
factors in the upbuilding of nations is 
at a standstill, while the wear and tear 
on present roads and their equipment 
has continued. New rails, cars and lo- 
comotives are today greatly needed on 
most South American railways, but the 
present world conditions prevent the 
replenishing of stock; hence transporta- 
tion in many cases. is slow and uncer- 
tain, while freight and passenger rates 
have risen to double and treble those 
prevailing in normal times. 

We can not reasonably expect the re- 
sumption of railroad construction in 
South America immediately after the 
close of the war. Vast capital is re- 
quired for building roads, especially in 
the Andean Republics. For example, 
Bolivia’s 850 miles of railway cost on 
the average about $50,000 per mile. In 
eastern lowlands, in Paraguay and Bra- 
zil for instance, there are seasons when 
many miles of roadbed are under water, 
caused by tropical downpours; an inci- 
dent of railroad operation that is com- 
mon, as well as extremely costly, all 
over South America. 

But modern substitutes for the rail- 
roads are creeping into national devel- 


opment. Highways and motor cars are 
gradually multiplying in all South 
American countries and in the near fu- 
ture they will take the place of pro- 
posed railroads. Highways even now 
are being constructed and many ambi- 
tious plans for road building are pend- 
ing in national, state or municipal con- 
gresses. Capital needed is small in 
comparison with that demanded for rail- 
roads. Highway construction machin- 
ery and motor cars for freight and pas- 
senger service and pleasure vehicles are, 
then, expected to be in more urgent de- 
mand after the war. The manufacturer 
who prepares for sales of commodities 
that upbuild transportation has without 
doubt a bright outlook in South Amer- 
ica. Even under war conditions motor 
cars have been imported into South 
American countries, and many more 
would find a ready sale were shipping 
facilities from the United States avail- 
able. 

Furthermore, and speaking of trans- 
portation, the United States is soon to 
have its merchant ships upon virtually 
the seven seas, and these new facilities 
will be welcomed nowhere more cor- 
dially than in the twenty leading sea- 
ports of the southern continent, where 
in normal times the steamer or the sail- 
ing vessel bearing the Stars and Stripes 
was the exception, rather than the rule. 
The increasing tonnage of raw products 
of a continent that come down to the 
seaports by river, rail, and even by the 
motor car, may not in the future lie in- 
definitely upon the wharves awaiting 
transportation to world markets. 


MANUFACTURING TENDENCIES 


Wartime observations over South 
America show a decided tendency to 
increase the output of factories and to 
establish new manufacturing industries. 
In several Brazilian cities recent ex- 
hibitions of home-made articles were 
surprisingly large in number, many of 
which are the result of domestic de- 
mand, unfulfilled by importation. Like- 
wise in Peru at the commercial museum 
in Lima were noted such goods as hats, 
rugs, office devices, blankets, men’s 
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clothing, shoes, furniture and other 
manufactured articles hitherto imported, 
but now made by native artizans. Cur- 
tailed importation for several years has 
caused the alert business man to en- 
deavor to supply demands by home pro- 
duction. In Chile the same tendency is 
noticeable, and one of the newest in- 
dustries is an iron foundry which is 
utilizing for the present all odds and 
ends of iron and steel that can be gath- 
ered about the country. This factory 
is making structural iron, railroad cars, 
bolts, nuts, and various other articles. 
In Argentina the factory that has long 
made wagons, windmills, carts, hand 
cars, harrows and plows, and other farm 
implements has been compelled to in- 
crease its output because importation 
of such things is doubly expensive and 
ships are scarce. 

Briefly, South American countries 
have learned to manufacture many more 
things than in normal times; but as a 
rule and compared with manufacturing 
on a scale commensurate with the gi- 
gantic establishments of Europe or the 
United States, there is no competition. 
South America will continue to make 
only the crude, the less complicated ma- 
chinery and the coarser goods, until 
coal and oil are produced more abun- 
dantly in the Southern Continent. So 
far Chile is the only republic that mines 
coal on a large scale, but the total out- 
put of her mines fails to supply home 
demands. Peru and Argentina at pres- 
ent are really the only petroleum-pro- 
ducing countries of the continent; the 
former has little for sale, while the 
latter can not half supply domest'c 
needs. Therefore, the manufacturer of 
the United States has no cause for fear- 
ing that South America will not need 
his goods, provided they meet the popu- 
lar demand of growing young nations. 
Generations must pass and possibly not 
even then will the South Americans 
have the prime necessity for manufac- 
ture—cheap fuel. Streams have been 
and will undoubtedly be further har- 
nessed, and electricity may run the fac- 
tory in the future, but the scarcity of 
population—of electricity consumers— 


augurs a distant day for its full devel- 
opment in smaller communities. 


READJUSTMENT OF TARIFFS 


Among the many letters received at 
Washington from American firms inter- 
ested in the South American markets, 
a large percentage ask questions rela- 
tive to the “tariffs of South American 
countries,” evidently not realizing that 
each particular republic regulates its 
own revenues, the latter being derived 
largely from taxes on exports and im- 
ports, the rates varying as greatly as do 
commodities. The withdrawal of ships 
and restricted commerce for several 
years have seriously curtailed public 
revenues and from time to time tariff 
rates have been undergoing changes. 
After the close of the war no doubt 
the several nations will find it necessary 
to revise still more radically their rates 
on exports and imports. 

Taxes on commercial travellers visit- 
ing South American nations have long 
handicapped these trade representa- 
tives, for be it remembered that each 
of the ten nations is divided into nu- 
merous states and territories; and 
usually there is a national, a state, and 
frequently a municipal tax on travelling 
salesmen. This tax becomes a burden 
and often a prohibition where the sales- 
man wishes to cover several countries. 
I recall the case of an American whom 
I met some months ago in Argentina. 
He went there as the representative of 
five companies manufacturing non-com- 
peting lines of clothing; he proposed to 
travel over the whole of Argentina, be- 
ing versed in the Spanish language and 
possessing other qualifications for the 
work. Upon reaching Buenos Aires he 
learned to his dismay that foreign sales- 
men are compelled to pay a license ‘n 
each province and in many municipali- 
ties, or total license fees of something 
like $8,000. Such a large sum for the 
single privilege of doing business was, 
of course, not to be considered, and the 
salesman wisely settled in Buenos Aires, 
paid the license fees for that city and 
province, and proceeded to offer his 
goods to the local dealer. I cite this 
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case to illustrate the fact that the sales- 
man’s licenses have been excessive in 
most all South American nations; but 
relief is now in sight and the recom- 
mendations of the Joint High Commis- 
sion, which met two years ago in the 
Argentine capital, with delegates from 
various countries, is gradually making 
such licenses more uniform and _ less 
prohibitive. Much, however, remains to 
be accomplished. Trade-mark registra- 
tion all over South America is now 
undergoing changes and ere long the 
two general offices in Havana and Rio 
de Janeiro, respectively, will handle 
this class of business for the twenty 
countries of Latin America. 

AMERICAN BANKS 

Probably no single move is fraught 
with more important business possibili- 
ties than the establishment of branches 
of North American banks in leading 
South American cities. In recent years 
these financial institutions have been ap- 
pearing at the rate of about five banks 
a year, and, as every international busi- 
ness man knows, they may be said to 
cover the continent fairly well at the 
present time. It has been my privilege 
to visit practically all of these estab- 
lishments and to transact at least a 
small amount of business with several 
of them. Those who have used the for- 
eign banks in the past and who now 
have the facilities of the home institu- 
tions find it hard to realize how the 
North American accomplished as much 
as he did in former years, when his 
every financial move was as an open 
book so far as his European competi- 
tors were concerned. 

Without prying into any secrets of 
the branch banks as to their losses or 
gains, it is certainly pleasing to note 
how well they appear to be established, 
considering the short time they have ex- 
isted and of their apparent popularity 
as judged by the daily flow of custom- 
ers. In each city where the North 
\merican banks have been established, 
however, there are some disgruntled 
citizens who failed to find in them the 
liberality anticipated. Every class of 


business men besieged the new banks, 
seeking loans and offering “‘proposi- 
tions,” many of which did not appeal 
to the managers; hence, there are those 
who have no good word for the institu- 
tions and the manner in which they are 
conducted. 

These banks, however, will gradually 
introduce worthy propositions to the 
financial interests of the United States. 
Where European capital has been with- 
drawn and concessions are ready to 
lapse or can be bought for a fraction 
of original costs, the American banks 
will be among the first to weigh the 
merits of the case; the new commercial 
attaches of the banks are scouting for 
these opportunities as they travel their 
respective districts; while the lending 
of money on vast herds of live stock, as 
was done in Brazil a short time ago, 
foreshadows a line promising to banking 
and gratifying to stockmen. 


CLOSER CO-OPERATION 


Federal and state coéperation with 
foreign capital all over South America 
is promised, I feel quite assured, more 
serious consideration after the close of 
the war than has been given in past 
years. As one visits foreign enterprises 
here and there over the continent he is 
frequently confronted with stories of 
oppression that appear to pass unheed- 
ed by those in governmental authority. 
Such facts have been related to me by 
proprietors of small establishments as 
well as by managers of great industrial 
enterprises. As an illustration of the 
former, I have in mind a certain North 
American who had a capital of $20,000. 
In a South American city he opened a 
motion picture theatre after remodeling 
an old building at considerable cost; he 
also established a restaurant on ex- 
tremely modern lines; both enterprises 
prospered, and state and municipal 
taxes paid by this proprietor were only 
an incidental feature of expenses, not 
too oppressive to justify permanent en- 
terprises. But ere long the prosperity 
of this foreigner became the object of 
envy; he was succeeding too well, and 
local politicians were importuned by 
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certain rival concerns to check him. 
The politicians claimed that this for- 
eigner was not paying the state a suifi- 
cient tax, and soon another one was 
imposed; double taxes then became ‘a 
burden too heavy to carry and failure 
was the final result. Another case I 
have in mind concerns a North Ameri- 
can corporation that has placed millions 
of dollars in a South American enter- 
prise. Unfortunately for the corpora- 
tion as well as for the government under 
whose laws it operates, certain supplies 
arrived on the border of the country 
under the wrong customs classification. 
The shippers made the mistake, un‘n- 
tentionally, of course, which is consid- 
ered a serious offense in the country to 
which I refer. A fine amounting to 
more than $5,000 was placed against 
the corporation receiving the supplies. 
Protests and a recourse to law were 
unavailing, and finally the company was 
compelled to pay the fine. Such an 
amount is a paltry sum to the corpora- 
tion possessing unlimited millions, but 
the principle sinks deep into the minds 
of capitalists who build these vast en- 
terprises. Is it not questionable 
whether the collection of the fine was 
not of less value than the example of 
non-codperation with capital? 

In the end, this case may be of in- 
estimable value; it reached the ears of 
officials higher up in the country’s serv- 
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ice, who strongly condemn such prac- 
tices ; it may form the basis upon which 
some worthy national legislator will 
raise his voice and call for reform—for 
a more liberal policy toward the foreign 
company that places its millions within 
the bounds of his nation. 

Before the present conflict caused the 
withdrawal of considerable European 
capital from South America the ef- 
fects of the Balkan war were noticeable 
in various parts of the southern conti- 
nent. The _ progressive southerner 
knows that as European capital con- 
tinues to be withdrawn, as seems prob- 
able, for the rebuilding of the devastat- 
ed nations of the Old World, it may be 
years before the South American na- 
tions can reasonably expect the liberal 
flow of foreign money as has been cus- 
tomary in past years. They naturally 
turn to the United States with an ap- 
pealing call and also with a better un- 
derstanding. I am convinced that never 
before have the majority of leaders of 
thought and action in South America 
felt more confidence in the United 
States. The words and acts of Presi- 
dent Wilson have been to them a revela- 
tion, and the energies of our nation in 
preparing and answering the call for 
aid in freeing the world from oppres- 
sion have surprised South Americans as 
they have our own people. Said a lead- 
ing South American editor to me a4 
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short time ago: “I feel that the few 
years of the great war have brought the 
South American and the North Ameri- 
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can into a better acquaintanceship than 
was 


developed during centuries of 


peace.” 


After the War— What? 





By CAPTAIN ROBERT DOLLAR 





In shipping and business circles generally throughout the United States few names 
are better known than that of Robert Dollar, a born trader, and a man whose practical 
knowledge of ocean transportation entitles his opinions on that subject to the greatest 


weight. 


VERY American citizen is inter- 

ested in this vital question, but 

no class of men in the United 
States are more interested in the an- 
swer to this question than the bankers. 
It is impossible for any man to fully 
foresee exactly what is going to happen. 
But we are going to be confronted with 
conditions that we can see coming with 
the close of the war. 

The first is the great multitude of 
men working in munition factories and 
shipyards that will be thrown out of 
employment the day peace is declared. 
Employment must be provided for them 
as well as for our returning soldiers and 
sailors. This can be done by turning 
many of the munition factories into the 
production of articles of commerce. 
This will take some time and during 
that time we will go through a crucial 
experience with the unemployed. Now 
the question arises, Where will those 
factories sell their products? Not locally 
or in domestic trade, as at the present 
time our factories are producing all 
that the domestic trade requires and 
there will be practically no extra de- 
mand from that source on the declara- 
tion of peace. Therefore there is only 
one answer, namely, foreign trade. 
This brings up the pertinent question, 
What are the merchants of the Un'‘ted 
States doing to retain what trade we 
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have and to increase and develop our 
trade after the war? The answer to 
this is, practically nothing. And out- 
side of the war itself there is no ques- 
tion of such supreme importance as this 
before the business men of our country 
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to-day, and I regret to write that very 
little attention has been given to it as 
yet. What should be done? may be 
asked. I would suggest first that our 
manufacturers, merchants, bankers, and 
shipowners wake up. No excuse to say 
we are all busy now working for the 
war and making money. 

A committee composed of the biggest 
and best men of all the various interests 
should visit every country that is likely 
to buy or sell to us. Writing letters 
and sending cables are all very good, 
but the personality of men making such 
a visit is the way to get permanent 
business. We have a wrong impression 
in this country that any one is able to 
deal with foreigners. If we are to 
succeed we must send the very best 
men we have. Every nation that does 
much foreign trade has already made 
preparations. Great Britain alone has 
thirty-seven different organizations 
working and planning for the future. 
Germany, we are told, has all the plans 
perfected. Suffice to say that the 


United States alone of all the great 
nations has not even considered this 
all-important subject. This is not a 
matter for our Government or Congress 
to carry out. It is time for the busi- 
ness men of this country to be up and 
doing. It is your business and mine 
to do what we can, as when the war 
is over we will have a big merchant 
marine for the foreign trade close up 
to that of Great Britain. How are we 
going to furnish cargoes for this im- 
mense fleet if we do not bestir ourselves 
now to get our organizations perfected 
in all foreign countries? Our competi- 
tors already have those organizations in 
every large seaport of the world. 
Before the war all our business with 
foreign countries was done in sterling 
exchange. Are we going to have Amer- 
ican banks so we can close our trans- 
actions in dollar exchange? It is true 
that our banks have had no time yet to 
establish branches, as it is only recently 
that Congress saw fit to permit national 
banks to establish agencies in foreign 
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countries. The Webb bill of more re- 
cent date permits us to engage in for- 
eign trade on an equality with our 
competitors, so we may now hope for 
a new era, and that if Congress won't 
help us, at least it will cease to obstruct 
our progress in the development of a 
share of foreign trade that we as a 
nation of over 100 million population 
are justly entitled to. 

SHIPPING LAWS AND REGULATIONS 

The merchant marine will be one of 
the most important factors in our fu- 
ture development. No commercial 
traveler can excel the shipowner as 
a drummer for trade. 

Ships to be successful must have 
cargoes both ways; in fact, the most 
successful commerce is a fair exchange 
of commodities. 

But as our laws and regulations stand 
to-day, when normal conditions prevail 
after the war, it will be just as impos- 
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sible for Americans to operate their 
ships as it was before the war, when 
we got down to 800,000 tons of ship- 
ping in the foreign trade. Some for- 
eign private companies had more ton- 
nage than was flying our flag in foreign 
trade, and up to the present nothing 
has been done to relieve the shipowners 
of the disabilities which make it a 
financial impossibility for Americans to 
compete with foreign operated ships. As 
a result the Pacific Ocean is controlled 
by the Japanese. In some quarters 
there is talk of the American Govern- 
ment retaining the control and manage- 
ment of all American ships in the for- 
eign trade. If this is done it will ef- 
fectively destroy the initiative of Amer- 
icans to develop foreign trade. 

I think the American people will 
never agree to destroy the energy and 
get up of our individual citizens. It is 
easy for the Government to operate 
railroads in our own country where they 
have the power to raise the rate to any 
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extent they see fit, but it is an entirely 
different proposition when they would 
have to come in direct competition with 
the ships of every nation and every one 
of them pulling for their own country. 
So far as the American shipowner is 


concerned, all he asks is to be put on 
an exact equality with all the ships of 
every nation of the world and he will 
do the rest, by giving the American na- 
tion a merchant marine worthy of our 
name. 


World Co-operation 





By JOHN J. ARNOLD, Vice-President First National Bank 
of Chicago 





A MONG the names of recognized authori- 

ties in matters relating to foreign ex- 
change and international banking is found 
that of John J. Arnold, vice-president ot 
the First National Bank of the foreign 
exchange department of that institution. 
Mr. Arnold was born in Canada, December 
29, 1870, and received his education in the 
country school of Wallace Township, On- 
tario, and at Central College, Stratford, 
Ontario. In addition to this he studied law 
for two years at Listowel, Ontario. In 
June, 1890, he came to Chicago and in the 
same year joined the clerical staff of the 
foreign exchange department of the First 
National Bank as assistant bookkeeper. In 
the years which followed he held various 
positions of responsibility in this depart- 
ment, and in January, 1905, was elected to 
the official staff with the title of assistant 
manager. Upon the resignation of Mr. 
Fred I. Kent in January of 1909, he was 
elected acting manager and the foilowing 
year was appointed manager. 

In recognition of his ability and demon- 
strated success Mr. Arnold was elected vice- 
president in January, 1914, continuing his 
previous title of manager of the foreign 
exchange department. In June, 1918, Mr. 
Arnold relinquished the latter title, but re- 
tained his connection with the department. 
The purpose of this move is probably best 
explained in the statement which Mr. Ar- 
nold issued at that time: 

“The international situation looms for 
America in an entirely new light and we 
realize that foreign commerce will play a 
much greater part with us than it has in 
the past. The problems of readjustment in 
the world of economics and finance are 
upon us. 





JOHN J. ARNOLD 
Vice-President First National Bank of Chicago 


“The First National Bank of Chicago was 
a pioneer in the central west in the develop- 
ment of foreign exchange facilities and its 
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management always aimed to keep abreast 
of the times. 

“We believe that our institution should 
take an active and prominent part in the 
solving of these larger questions, and it 
was with this thought in mind that the 
reorganization of our foreign department 
has been decided upon. 

“Under the new arrangement I am re- 
lieved of practically all executive detail 
and will be free to devote myself more fully 
to this character of work in the hope that 
the First National Bank of Chicago may 
prove of service to our nation as a whole, 
as well as to Chicago and the central west. 

“In addition to this broader field, we 
have in mind the development of a foreign 
trade department by means of which .we 
hope to be of practical assistance to our de- 
positors and correspondents, and, through 
the latter, to their customers, in the making 
of connections with importers and expor- 
ters located in foreign countries. This will 
require a constant study of world condi- 
tions and should prove of value to Ameri- 
can concerns interested in the development 
of foreign trade.” 

Mr. Arnold is an ardent student of mat- 
ters pertaining to foreign exchange and in- 
ternational banking, and his articles on these 
subjects are eagerly sought by editors of 
magazines devoted to financial interests. 


& 


ILITARY warfare ‘invariably 
M is preceded by a struggle of 

diplomacy, frequently covering 
a long period of time. Diplomatic 
sparring, however, is the résult of the 
clashing of economic forces which in- 
clude territorial and financial expan- 
sion. 

It is in these undercurrents and 
movements that we find the develop- 
ment of national rivalry and jealousy. 
The rise and fall of the great world 
powers can as a rule be traced to eco- 
nomic causes. 

The strongest and leading nations 
usually have considered it necessary to 
protect themselves against their com- 
petitors by building up large military 
organizations of armies for fighting 
upon the land and navies for sea war- 
fare. 

The principle underlying all this de- 
velopment is the fallacy that competi- 
tion is the life of nations. Gradually 
the world is coming to a recognition of 
the fact that codperation between na- 


tions is bound to produce the best re- 
sults. This is now generaly accepted as 
sound in the business life within nations. 
The question, however, which arises, and 
which for us at this time is of greatest 
importance, is whether such coéperation 
on the part of nations is posible of 
realization. 

Economists, because of their advo- 
cacy of this theory, have been looked 
upon as idealists. 

While the great world war originally 
was looked upon as an economic strug- 
gle, there can be no doubt that to-day 
we find two mighty forces face to face, 
because each represents a system en- 
tirely antagonistic to the other, and 
the nations which are fighting to make 
the world safe for democracy certainly 
are justified in making the claim that 
they are bringine this great sacrifice 
in the defense of an ideal sacred to 
the human race. 

If our claim in this direction is gen- 
uine and sound, then it certainly would 
appear reasonable and logical that the 
realization of ideals should at least be 
our aim. The final test of this whole 
question will be made at the Peace Con- 
ference when the readjustment of the 
great economic forces will come up for 
consideration. 

John A. Hobson, the well known 
English economist, in his book of “De- 
mocracy After the War,” has empha- 
sized this point in making the state- 
ment that “The enthusiastic adoption 
by our European statesmen and pub- 
licists of President Wilson’s famous 
declaration that the object of the war 
is to make the world safe for democ- 
racy is either a momentous act of spir- 
itual conversion or the last word in 
camouflage.” 

We certainly believe President Wil- 
son is sincere, and we hope the Euro- 
pean statesmen referred to by Mr. Hob- 
son have experienced the spiritual con- 
version which he suggests. Even 
though this be lacking in the European 
statesmen, there are very strong indi- 
cations that the rank and file of the 
people in the allied countries are in 
thorough accord and in genuine sym- 
pathy with America’s position. 
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The reconstruction programme of the 
British Labor Party recently formu- 
lated certainly is a strong endorsement 
of the principle of codperation. 

The Christian nations now engaged 
in this war must eventually come to the 
acceptance and application of the fun- 
damental teachings of the founder of 
the Christian religion in their relations 
one with the other, or we will have to 
experience the humiliation of witness- 
ing the destruction of our faith in the 
Prince of Peace, which, to my mind, 
is inconceivable. St. Paul has epitomi- 
zed His teachings in the admonition, 
“Bear ye one and others’ burdens and 
thus fulfill the law of Christ.” 

This in a word is coéperation, and 
does not mean that the larger nations 
are merely to serve their weaker neigh- 
bors, but that the smaller powers must 
be given an opportunity to participate 
and coéperate in international move- 
ments. 

It requires no argument to convince 
thinking people that it is better to 
have prosperous neighbors than to live 
in a community of paupers. Our pres- 
ent position amply illustrates this truth 
when applied to nations. Our neigh- 
bor to the north, Canada, through her 
prosperity has proven to be one of our 
very best customers and has added to 
our own development, while Mexico, to 
the south, through her distress, has 
proven quite the opposite. It would ap- 
pear logical to conclude that both 
Canada and the United States will 
profit by Mexico's development and 
prosperity. When this truth is recog- 
nized and accepted by nations, as it 
now is by individuals, much of that 
which has caused friction in the past 
will be eliminated. 

The proposed League of Nations is 
an indication that the trend of thought 
the world over is in this direction. 

Political coéperation alone will not 
stand the test of time. If the same, 
however, is accompanied by economic 
readjustments on a codperative basis, 
there is a strong likelihood that the 
structure will endure. 


A WORLD BANKING ORGANIZATION 


How this is to be accomplished is 
the question of the moment. Various 
answers have been made, but all thus 
far have assumed only the form of sug- 
gestions. The one to which the great- 
est prominence has been given is the 
organization of an international or 
world banking organization patterned 
after our Federal Reserve System. 

While we have twelve regional in- 
stitutions, each one serving a certain 
section of our country direct, all codp- 
erate and function through our Fed- 
eral Reserve Board for the good of the 
nation as a whole. 

Without this codrdination of our 
banking power, we would have expe- 
rienced panic and financial chaos dur- 
ing the last few years with disastrous 
results, not only to us, but to the entire 
world. In fact, we could not have fur- 
nished the required financial support 
for the winning of the war, and the re- 
sult would have been victory on the 
part of the Central Powers. 

Since the Federal Reserve organiza- 
tion has proven of such great service 
to the Entente Allies and to many of 
the neutral countries, in time of war, 
it is considered by some of our students 
of economics that a similar system in- 
ternationalized and made worldwide 
would be able to serve the world dur- 
ing the period of reconstruction and in 
time of peace. 

Beverly D. Harris, vice-president 
of the National City Bank of New 
York, who is one of the advocates of 
this thought, says: 

Such an organization, to be effective, 
should be constituted exclusively of the 
Government banks, controlling the bank- 
ing, credit and gold operations of the re- 
spective countries. 

Any organization of independent or 
auxiliary institutions, or of anything short 
of the main governing control bank, would 
not meet the situation. 


The governing board should be made 
up of the strongest and most capable 
bankers and economists throughout the 
world. This body should supervise 
and codrdinate national credits, which 
would include, at least, to some extent, 
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the control of the movement of com- 
modities between nations. 

The expansion, extension and infla- 
tion of credits the world over have as- 
sumed such proportions that the supply 
of gold is quite inadequate to serve as 
a reserve basis, as was the custom prior 
to the war. Consequently, internation- 
al settlements will have to be made by 
the control of commodities or the plac- 
ing of securities. 

A. A. Boublikoff, former member of 
the Russian Duma, in advocating this 
system makes these suggestions: 


An analysis of the financial situation, 
after the war, of those countries which have 
either already succumbed or are approach- 
ing a complete financial and economic col- 
lapse, brings to the foreground, with great 
emphasis, the following two assumptions: 

(1) That the rehabilitation of the mone- 
tary systems of such countries is not a 
purely internal matter, but, on the con- 
trary, a problem of the greatest interna- 
tional importance and interest. 

(2) That the regulation of the national 
balances of such countries cannot be ac- 
complished from within themselves, but re- 
quires international intervention and as- 
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sistance; therefore, it is of immediate im- 
portance to work out methods and make 
provisions for this international action. 


If Mr. Boublikoff’s conclusions are 
correct, then it would appear that such 
an undertaking should be encouraged 
by us for our own protection. 

In reviewing our own national life, 
we can but come to the conclusion that 
it would have been much better for the 
North, as well as for the South, had we 
found it advisable and possible after 
the Civil War to have aided the South- 
ern States in their rehabilitation in- 
stead of having permitted repudiation 
to take place. 

Mr. Harris further suggests that— 


The principal object to be accomplished 
would be to secure the coéperation of the 
stronger or creditor countries in putting the 
credit of other countries on a firm founda- 
tion, both by a fair redistribution of gold 
and by rediscounting operations in high- 
grade commercial bills, guaranteed by the 
respective Government banks of those coun- 
tries, with a view both to stabilizing inter- 
national exchanges and extending immediate 
help to the prompt restoration of indus- 
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trial production and commercial business, 
in which the prosperity of all countries is 
concerned — alike. The credit extended 
through the Central Bank would be well 
safeguarded, because guaranteed by the 
government banks of the world and repre- 
senting the exchange at market prices of 
commercial products going into consump- 
tion. Close supervision and scrutiny should 
be exercised by the member banks to limit 
the application of this machinery to purely 
commercial transactions and as a_ tempo- 
rary means until the restoration of normal 
conditions, of aiding in the settlement of 
national trade balances and the regulation 
of exchanges and stabilizing credit. Wis- 
dom and prudence should govern its func- 
tions, guarding against usurping the func- 
tions of private banks and upon the theory 
that each government would lend to the 
utmost every aid and encouragement to pri- 
vate enterprise and initiative in interna- 
tional business. There should be concerted 
action in the manner suggested only when 
necessary to help the general situation in so 
far as interchanges and _ relationships 
through the ordinary channels might be in- 
sufficient. The confidence and _ stabilizing 
effect which such an organization would 
create at the outset would be of the great- 
est moral effect. 


In so far as gold will be available for 
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international settlements, this board, or 
organization, could serve as a clearing 
house, and make international settle- 
ments by the transferring of owner- 
ship rather than by the shipment of the 
metal itself, and thus avoid unnecessary 
expense of transportation, insurance, 
wastage, etc. 

Such an undertaking would at least 
have a tendency to eventually bring 
about a standardization of currency, 
weights and measures the world over. 


CONSOLIDATION OF WAR DEBTS 


Another subject which such an or- 
ganization should consider, and_ if 
found practicable, put in force, is the 
consolidation of the war debts of the 
several nations engaged in this struggle. 
The accomplishment of this with proper 
distribution of taxes would serve imme- 
diately to stabilize credit throughout 
the world. 

If international coédperation in 
finance can be secured, there would 
seem to be no reason why the same 
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could not be accomplished in other di- 
rections, such as transportation and 
communication service. 

The banking institutions of the re- 
spective countries would naturally 
serve their own nations first, similar to 
the manner in which our regional banks 
now serve their respective districts or 
sections, but all would function through 
the governing board for the good of the 
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whole world. In other words, national 
interests would not be eliminated, but 
would -become internationally coérdi- 
nated. 

The internationalization of the vari- 
ous postal systems has demonstrated at 
least that codrdination between nations 
is both possible and practicable, and 
gives us hope that codéperation in other 
directions may be achieved. 


QUIEN EA TOU OAV EU EN EA EU TOA ENTE EA EAA EAA 


Economic Conditions in the Argentine 
Republic 





By CARLOS A. TORNOUIST 





, I NHE economic situation of our 
country continues to be favor- 
ably influenced by the war. 

The out-turn of the 1917-18 cereal 
crops has been good and prices of 
wheat, oats and maize remain fairly sat- 
isfactory; those of linseed are very 
high. 

Owing to greater arrivals of ocean 
vessels wheat exports have rapidly in- 
creased, and it is interesting to note 
that already by August 19 the Royal 
Commission on Wheat Supplies had ex- 
ported 2,500,000 cereals tons which in 
terms of the grain convention entered 
into between Argentina and Great 
Britain and France had to leave this 
country before November 1, 1918. 

On the other hand exports of maize 
ire disappointing on account of the fact 
‘that arriving tonnage is preferentially 
employed for wheat loading. 

As a consequence maize, together 

ith bran, is now used on a large scale 

‘s fuel and the consumption as such is 

urther stimulated by the recent diffi- 
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culty connected with the transport of 
wood from the interior of our country. 

Cattle, meat and wool continue to 
fetch remunerative prices, although 
those of wool have declined from twenty 
to thirty per cent. since early this year 
owing to reduced demand. 

More than seventy per cent. of the 
wool exported during the present wool 
season (beginning October 1, 1917) 
has been taken by the United States. 

Since the greater part of our meat 
export is intended for the Allied armies 
fighting in France, it is but natural to 
find that exports of frozen beef, and 
particularly those of preserved meat, 
are increasing, whilst shipments of 
chilled beef have practically ceased and 
those of frozen mutton show an appre- 
ciable reduction. 

Export figures of butter, cheese and 
margarine denote a satisfactory prog- 
ress. 

The last wine crop has been an ex- 
ceedingly good one. 

As arrivals of foreign coal remain 
small and the production of Argentine 
petroleum is still limited, the native 
hard woods are the main fuel at pres- 
ent. 

On account of the prosperity enjoyed 
by our cattle and agricultural industries 
there are increased transactions in pro- 
ductive real estate at advancing prices. 

Our import trade continues to be 
greatly affected by the difficulties exist- 
ing in producing countries for the out- 
put of goods intended for export and 
by the searrity of tonnage. There is 
a very marked falling off in imports 
of all articles of a reproductive char- 
acter and of luxuries. The volume of 
business is much smaller and the cost 
of foreign goods is greatly enhanced, 
but on the other hand profits are gen- 
erally higher. 

Owing to the existing trading diff- 
culties the majority of the existing home 
industries are making large strides in 
spite of all disadvantages sustained by 
the higher cost of raw materials, fab- 
rics, fuel and by higher wages. Not 
only have certain articles been replaced 
by home products, but some of them are 
now even being exported from our 
country. Among the articles that have 


particularly taken advantage of war 
conditions may be mentioned the fol- 
lowing: Tissues of pure and mixed 
wool, stockings, footwear, harness, sad- 
dlery, hats, buttons, perfumery, jewel- 
ry, toys, enamelled goods, glassware, 
electrical appliances, soap, candles, 
vegetable oils, salt, chemical products, 
fire bricks, furniture, casks, chocolate, 
sweets and beverages. 

New developments in the manufactur- 
ing lines have been few owing to the 
difficulties in securing the necessary ma- 
chinery and _ technical staffs from 
abroad. For these reasons the majority 
of ventures started in the textile, paper, 
chemical products and other lines do 
not appear to have passed the experi- 
mental stage as yet. 

The receipts of our railways are 
steadily improving on account of higher 
tariffs, but a good deal of the increase 
is being absorbed by higher working ex- 
penses caused by the excessive cost of 
fuel and materials and by higher wages. 

Money has been very easy for some 
time past and the deposits in the 
Buenos Aires city banks have reached 
unprecedented figures. Time loans now 
command only 414 per cent. to six per 
cent., acording to signature as against 
seven per cent. to eight per cent. in 
normal years. The plethora of money 
has created a keen demand for bonds of 
the Argentine Government and those of 
the National Mortgage Bank, the latter 
of which are now quoted well above 
par. In addition there have been large 
transactions in shares of several manu- 
facturing companies, particularly of 
those that have been benefited by war 
conditions. 

This state of affairs also explains the 
relative ease with which the credit ar- 
rangement of 200,000,000 gold pesos 
with the British and French Govern- 
ments has been carried out. 

Whilst thus our economic situation in 
general is satisfactory, some unfavor- 
able features are not wanting. Among 
these may be mentioned the high cost 
of living, which has created a great deal 
of dissatisfaction and unrest in the la- 
boring classes and given rise to numer- 
ous strikes in nearly all branches of in- 
dustry. 
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The scarcity of fuel and its high cost 
are a further source of constant trouble 
to our manufacturers. 

On account of unfavorable climatic 
conditions our sugar crop is a partial 
failure. The Government has author: 
ized the importation free of duty of 
125,000 refined and 75,000 tons unre- 
fined sugar, and although our real re- 
quirements will probably not reach 
100,000 tons in all, this will mean an 
important item on the debit side of our 
trade balance. 

The lack of a mercantile fleet is 
acutely felt, and it is regrettable that 
our owners, tempted by the extraordi- 
nary prices now ruling for floating ma- 
terial, should have sold abroad the 
greater and most valuable part of what 
little was left of our merchant marine. 
Although our Government has taken ac- 
tion in the matter and made some addi- 
tion to their fleet of transport steamers, 
they can, owing to present circum- 
stances, not do much to alleviate the ac- 
tual freight situation, and vigorous 


measures with a view to forming a mer- 
cantile fleet of our own must be post- 
poned until after peace has been re- 
stored. 

However, the most serious problem 
that requires a rapid solution is the 
settling of our Government finances and 
the consolidation of the floating debt. 

Although the present Government 
has always conformed to a plan of 
strict economy, they have been unable 
so far to provide for the administrative 
expenditure. Taxation of exports be- 
came effective only early this year, and 
while custom house receipts have risen 
since its inauguration, the increase has 
been far from being sufficient to make 
up for the alarming shrinkage in import 
duties and internal taxes brought about 
by war conditions. 

External short term loans to the ex- 
tent of 140,000,000 paper pesos out- 
standing at the beginning of the present 
Administration and budget deficits to- 
gether with arrears from years prior to 
1917 have been covered by home cred‘t 
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operations, but considering that the 
floating debt has now reached nearly 
600,000,000 paper pesos, it does not 
seem expedient to resort to any further 
short borrowings on this side. No 
doubt the methods of taxation are de- 
ficient, and as it is the earnest desire 
of the Government to put the national 
finances on a proper footing, they have 
in the budget estimates for 1919, re- 
cently submitted to Congress, apart 
from increases in import tariffs and ex- 
port duties, proposed the institution of 
an income tax, which means a.new de- 
parture in Argentine finances. It is be- 


yond doubt that the necessary revenue 
can be found in order to balance with 
expenditure if the taxing power of the 
country be tested in the right way. 

A more difficult task will be the con- 
solidation of the floating debt. It is 
said that the Government intends to 
issue an internal loan of 600,000,000 
paper pesos, but nothing has been re- 
solved on as yet. As the Argentine cap- 
italist in general is accustomed to in- 
vest in land, houses and cattle, it will 
be necessary to offer very liberal terms 
in order to make the loan attractive for 
the public. 


Banking in 


Switzerland 





| Contributed by Swiss Banking Corporation] 





ing democracy of the world, resem- 

bles the United States in many 
wavs in her constitution as a federative 
republic. As the political system of a 
country always reflects upon its eco- 
nomic life, it is not astonishing to find 
that Swiss banking bears in its organ- 
ization and development many resem- 
blances to the American system. The 
relations between the two countries can 
be traced back to the days of the Amer- 
ican war of independence. The inter- 
course was at the beginning not so much 
of a commercial but far more of an in- 
tellectual nature, based on the commu- 
nity of political and democratic ideas. 
Thus, in the remodelling of the political 


Ti chmane a the oldest exist- 


organization of Switzerland in 1848, the 
American constitution served as an ex- 
ample. In Switzerland, as in the United 
States, the Legislative Assembly is di- 
vided into two houses: The Conseil 
d’Etat, which is the equivalent of the 
Senate, and is composed of two repre- 
sentatives of each independent state, 
whilst the Deputies of the Conseil Na- 
tional are elected, as for the House of 
Representatives, by the individual states 
in proportion to their population. Com- 
mercial relations between the two coun- 
tries, which developed during the sec- 
ond part of the nineteenth century, have 
received a great impetus through the 
present war, as is set forth in the table 
herewith. For 1916, the goods received 


Export from Import from the ‘Total import 
Switzerland to U. S. to into Switzer- 
the U. S. Switzerland land 
(In million frs.) (Inmillionfrs.) (In million frs.) 
re era eae mm manteg eae ae 136,4 117,9 1919,3 
ne SE TOT OT Oe 121,9 107,8 1478.4 
Re re ne Pre Tan 107,2 324,4 1680,0 


Brith RR ee ee a ew ee 132,6 564,8 2378,5 








Canadian-American Trade 


The community of action and interest between the United States 
and Canada has brought about a striking development in the trade 
relations of the two countries. The extent and the growth of com- 
merce during a five-year period may be fully appreciated by the 
following comparative figures: 


(for the U. 8, fiscal years ending June 30th) 
UL. S. Exports U. S.. Imports Total-Canadian- 
to Canada, from Canada, American Trade. 


Se. aarereeled $344,700,000 $160,700,000 $505,400,000 
sos 300,700,000 159,500,000 460,200,000 
168,800,000 204,000,000 672,800,000 
787,500,000 300,700,000 1,088,200 000 
778,500,000 434,200,000 1,212,700,000 
With 300 branches in Canada and 2 in London, this Bank offers 


every facility to American exporters and others for transactions in 
Canadian and Foreign Exchange. 


Union Bank of Canada 
Head Office, Winnipeg 


Capital and Surplus, $8,500,000 





Geo. Wilson 


FT. Shor § Agents 


New York Agency 
49 Wall Street 





by Switzerland from the United States 
represent about one-fourth of the total 
imports into Switzerland. 


THE SWISS BANKING SYSTEM 


Switzerland is covered by a very 
close network of banks of various char- 
acter, thus affording ample facilities for 
everybody's needs and ideas. There are 
trade banks able to cope with every 
requirement of trade and commerce; 
mortgage banks provide for the needs 
of agriculture and building trade; sav- 
ings banks for the interest of the work- 
ing classes, whilst trust banks help with 
the distribution of securities. In fact, 
the number of banking institutions is 
considered somewhat too large and a 
certain amount of concentration is ad- 
vocated. The great number of banks 
and the diversity of their character is 
no doubt, together with a deep-rooted 
sense of independence which character- 
izes the Swiss population, the most im- 
portant factor which prevented foreign 





banks from establishing themselves in 
Switzerland. An exception may per- 
haps be made for Geneva, where several 
of the leading foreign banks have been 
established for many years. 

In 1883 the number of banks in 
Switzerland was estimated at 290 with 
a share capital and reserves aggregating 
438 million frances, whilst in 1901 the 
number of banks amounted to 200. They 
had an aggregate capital of 634 million 
francs, and 131 million reserves. These 
statistics only comprise the banks which 
regularly published their balance sheet. 
The Swiss Registre de Commerce re- 
corded for that year 726 concerns reg- 
istered as conducting a banking busi- 
ness. These firms had among them- 
selves 116 branches and agencies. The 
development since that time is best 
shown by statistics compiled by the 
Swiss National Bank, which gain only 
comprises banks publishing annual bal- 
ance sheets. The Swiss National Bank 
and the Caisse de Préts—the latter a 
war organization destined to make ad- 
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vances to trade and industry and bears 
some resemblance to the War Trade 
Corporation in the United States—are 
likewise not included: 





throughout the country. In order that 
the National Bank should not compete 
with other banks its sphere of action 
is restricted in the main to the issue of 


No. of Bks. Capital Reserves Deposits Acceptances ‘Tot. Bal. Sheet 


—_—_—_—————in thousand francs-————-—————-—_ 
ME 64:3 wieiainie eam 331 855,116 226,813 5,147,644 316,551 6,854,873 
BE ete cds ue een 339 1,100,416 300,018 6,561,159 406,806 8,759,975 
Ser 306 1,321,096 352,661 7,683,953 414,841 10,294,668 
Se eee 319 1,362,545 357,515 7,857,791 298,631 10,326,713 
cn MEE 318 1,373,620 363,570 8,311,385 317,042 10,813,697 
PD daereseuewes 318 1,399,565 376,725 9,042,603 296,617 10,567,372 


THE SWISS NATIONAL BANK 


As in the United States the establish- 
ment of a central bank with the object 
of regulating the circulation of currency 
throughout the country took place but 
recently. The Swiss National Bank be- 
gan its operations at the end of 1907, 
but during its short period of activity it 
has amply justified its existence and 
has rendered invaluable services to 
Switzerland, especially during the pres- 
ent war, which was a real test of its 
efficiency. 

The Swiss National Bank is organ- 
ized as a joint-stock company. It has 
an authorized capital of fifty million 
francs, of which, however, only fifty 
per cent. is paid up. Originally two- 
fifths of the shares, which are of 500 
francs nominal, were to be subscribed 
by the cantons, one-fifth by the old 
banks of issue and two-fifths by the pub- 
lic. Only Swiss citizens or corporations 
domiciled in Switzerland can be regis- 
tered as shareholders. 

The principal object of the Swiss Na- 
tional Bank is to regulate the money 
market and to facilitate payments and 
transfers of money. It is really the 
banker of the other Swiss banking in- 
stitutions and has few direct connec- 
tions with trade and industry. This is 
perhaps not so very advantageous for 
the National Bank because private 
clients are, as experience shows, always 
more to be depended upon than banks. 
For the community as a whole it is of 
distinct advantage, as the bank, having 
no special interests to protect, can de- 
vote its whole activity to the main- 
tenance of sound monetary conditions 


notes, the discounting of bills which 
have a currency of not more than three 
months and must bear at least two sig- 
natures, the purchase and sale of for- 
eign bills and checks. The notes must 
be covered as to forty per cent. by 
specie or gold and as to the remaining 
sixty per cent. by trade and bank bills 
acquired at home or abroad. The bank 
is also obliged to hold a reserve suftfi- 
cient to cover all its engagements ma- 
turing within the ensuing ten days. 

Of the profits ten per cent. go to the 
reserves and then a dividend of not 
more than four per cent.* must be dis- 
tributed on the paid up capital. Out 
of the remainder certain fixed amounts 
are paid to the Cantons and the sur- 
plus is distributed as to one-third to 
the Confederation and as to the remain- 
ing two-thirds to the Cantons. 

The actual condition of the Swiss 
National Bank may be gathered from 
the accompanying statement, which was 
issued on September 23, 1918. These 
bulletins are published at regular inter- 
vals on the 7th, 15th, 23rd and the last 
day of every month: 

It may be of interest to record that 
the last normal statement published be- 
fore the war, i.e., that of July 23, 1914, 
showed a holding of 180 millions in geld 
and nearly nineteen in silver and a total 
note circulation of 268 million francs. 





*It is actually proposed to alter the law re- 
garding the National Bank. Thus the maxi- 
mum dividend payable to shareholders will be 
raised to five and one-half per cent. and it will 
be permissible to include credits in foreign 
countries which are immediately available in 
the sixty per cent. cover which is to be con- 
stituted of commercial bills. 
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THE CANTONAL BANKS 


Before the establishment of the Na- 
tional Bank the care for the monetary 
circulation, and specially the issue of 
bank notes within the country, was left 
to forty-two individual banks. They 
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were, however, under special super- 
vision of the Federal authorities. The 
largest contingent was furnished by the 
Cantonal Banks which are the state 
banks of the cantons and as such rep- 
resent a special feature of Swiss bank- 
ing organization. They number actual- 


CREDIT 
Changes since 
last statement 


Pciaeid tase hacer tate ahs anisctg cue as 382,676,982.99 











Frances Francs Francs 

52,610,170.00 435,287,152.99 + 1,064,088.55 

ia oud ene me 19,303,950.00 + 831,125.00 

peieeeedeueue 367,636,949.07 + 14,433,267.17 

aaa wea 48,022,930.70 — 1,381,125.00 

6ttAb hence 30,712,632.72 — 194,194.55 

Rey eae 9,786,245.70 

iets helee 43,730,720.75 —  6,927,653.74 

ee ee es 954,480,581.93 

DEBIT 

poaepheems 28,440,858.48 

aie tect eie 763,243,860.00 + 9,183,550.00 

pageteawkns 134,018,076.51 -—— 4,144,603.27 

ne Pe ee 28,777,786.94 + 2,786,560.70 





954,480,581.93 
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ly twenty-three, and for the most they 
are the direct property of their respec- 
tive cantons. In some cases too they 
are established according to the joint- 
stock system, the cantons holding the 
majority of the share capital. As a 
rule the cantonal banks devote a con- 
siderable part of their activity to the 
mortgage business, except in cases when 
it was found more expedient to form 
special mortgage institutions to deal 
with the financial requirements of the 
farmers. As state institutions the can- 
tonal banks stand everywhere in great 
esteem, but their radius of activity does 
not extend over the boarder of the can- 
ton. In order to be able to undertake 
certain operations on a large scale they 
have therefore coéperated among them- 
selves to form the Union des Banques 
Cantonales Suisses. With an aggregate 
total of capital and reserves amounting 
on June 30 last to 397 millions, they 
held 2,930 millions of deposits. 


COMMERCIAL BANKS 


The next powerful group is repre- 
sented by the commercial banks. Like 
the cantonal banks they have formed an 
association for the taking over and is- 
suing of Government loans or those of 
the great industrial and commercial 
concerns. ‘The commercial banks are 
the bankers of the Swiss industries and 
are concerned with all the transactions 
involved with the production and distri- 
bution of goods and with the import 
and export trade. The table herewith, 
comparing the capital and reserve of 
il.ese institutions for 1911 and 1917, 
shows the progress they have achieved 
during the last six years: 


These banks were formed during the 
second part of the last century and 
grew gradually, through successive in- 
creases of capital, absorptions of and 
amalgamations with other institutions, 
to their present importance. The only 
exception is Leu & Co., which is the 
oldest bank in Switzerland, having been 
created in April, 1755, by the Govern- 
ment of the then Republic of Zurich. 
This bank took the name of its first 
president. 

Although practically all the foreign 
trade of Switzerland goes through the 
channel of the commercial banks, none 
of them have agencies abroad except the 
Swiss Bank Corporation, which has a 
very important branch in London. This 
corporation, while having a large share 
of the local banking, devotes consider- 
able activity to transactions of an inter- 
national character. It has widespread 
American connections and among its 
numerous correspondents in New York 
are to be found some of the most im- 
portant American banks. Throughout 
the war it has been the foremost en- 
deavor of Switzerland to alleviate as 
much as possible the sufferings brought 
about by war. Animated by this spirit, 
the Swiss Bank Corporation has, from 
the beginning, placed its service unre- 
servedly at the disposal of the public 
for the transfer of money to prisoners 
of war and for enquiries as to the 
whereabouts of missing officers and 
men. It may also be recorded here 
that the corporation greatly facilitated 
the return of American visitors stranded 
in Switzerland at the beginning of the 
war. 

The commercial banks, being closely 
connected with trade and industry, have 


Capital Reserves Total 


Name of Bank. 1917 
Swiss Bank Corporation........ 82,000 
OS re ae ee 75,000 
Banque Populaire Suisse... .... 69,651 
Banque Commerciale de Bale... 40,000 
Banque Fédérale S. A.......... 45,000 
Union de Banques Suisses...... 40,000 
a Pe 2 eererrr rrr 36,000 


Comptoir d’Escompte de Genéve 18,740 


MY atone ed web cee wwe aie 406,391 





338,790 134,700 98,250 


In thousand francs 
1911 1917 1911 1917 1911 
75,000 27,750 24,500 109,750 99,500 
65,000 25,000 20,000 100,000 85,000 
57,790 17,300 10,300 86,951 68,090 
20,006 19,000 10,500 59,000 30,500 


36,000 11,750 7,850 56,760 43,850 
35,000 11,300 8,200 51,300 41,200 
35,000 10,800 7,800 46,800 42,800 
15,000 11,800 9,100 30,540 24,100 


541,091 437,040 




















been more affected than any other group 
of banks by the changes, brought by 
war, in the economic life of the coun- 
try, and the study of their balance- 
sheets gives therefore a very accurate 
idea of the actual monetary and eco- 
nomic conditions of the country. The 
general turnover fell from 104 billion 
francs in 1913 to eighty billions in 
1915 and rose in the following year 
to 107 billions and to 109.4 billions in 
1917, which is the largest total ever 
reached in the history of Swiss bank- 
ing. This rise is not the outcome of 
greater business activity which on the 
contrary seems to have been gradually 
reduced on account of the increasing 
difficulties experienced by Switzerland 
in obtaining from outside the necessary 
raw materials for its industries and 
foodstuffs for her population. It is due 
to the constant rise in prices, freights 
and insurance which necessitates for 
every operation the transfer of a con- 
siderably larger sum of money than be- 
fore the war. 

The banks’ deposits have increased 
since the beginning of the war in an 
unexpected proportion, as appears from 
the table herewith, whilst at the same 
time their acceptances have been re- 
duced by more than fifty per cent., 
which is due to a more extensive use 
of cash payments in commercial trans- 
actions. 
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their investment in long-dated securities 
is impossible and had it not been for 
treasury bills issued by the Federal 
Government to finance the requirements 
of the mobilization and the maintenance 
of the army and for the three and six 
months’ bonds of the Federal Railways, 
it would have been impossible for the 
banks to find an adequate short-dated 
employment for them. If, therefore, 
the item of hills receivable in the bal- 
ance-sheets of the banks shows a con- 
siderable increase as compared with 
pre-war figures its composition has un- 
dergone a complete change. The inland 
trade bills remain at about pre-war 
level, whilst the acceptances of commer- 
cial banks, as has been shown above, 
have gradually fallen off. The differ- 
ence is made up of the treasury and 
railway bills. 

Since January, 1915, the official dis- 
count rate of the Swiss National Bank 
has remained unaltered at four and a 
half per cent. The open market rate, 
however, fell as low as one and a half 
per cent. during 1916 and 1917, which 
indicates how difficult it was for the 
bank to find suitable employment for 
cash balances. Since the last months 
of 1917 the market rates have gradually 
hardened and actually they are fluctuat- 
ing round about four per cent. There 
are several reasons for this stiffening 
of the money rates. First of all the 


In million francs 


1913 1914 1915 1916 1917 
co 1,639 1,660 1,923 2,255 2,734 
eee 386 214 224 207 190 


It is not within the scope of this 
article to deal with all the factors re- 
sponsible for the growth of the deposits ; 
it may only be mentioned that the in- 
crease represents to a large extent the 
funds previously employed in commerce 
«nd industry which have become idle 
‘hrough the slackening of commercial 
‘ctivity and the realization of stocks of 
raw material as well as of man- 
ufactured articles. As these funds 
will be required again as _ soon 
as peace has been concluded and 
conditions again become more normal, 


cost of the mobilization of the Federal 
army for the maintenance of the neu- 
trality and the integrity of the country 
has absorbed a large part of the avail- 
able resources. This will amount, at 
the end of 1918, to about 1,100 million 
frances, and there is at present a law 
before Parliament providing for the 
amortization of three-quarters of the 
whole mobilization debt out of a special 
levy on capital within the next ten 
years. Furthermore, large amounts of 
Swiss securities held abroad have since 
the beginning of the war found their 
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way back to their country of origin and 
had again to be absorbed. Finally, the 
loans which Switzerland had to grant 
to the various belligerent countries in 
order to obtain the raw material neces- 
sary for her industries and the food for 
her population, have proved a heavy 
burden for the country. In this connec- 
tion it may be noted that the efforts 
America made to provide Switzerland 
with the necessary foodstuffs have cre- 
ated an excellent impression on publie 
opinion in Switzerland. The loans 
which Switzerland has granted to bellig- 
erents amount altogether to more than 
550 million frances and represent the 
utmost of what Switzerland can do un- 
der actual conditions. They mostly 
take the form of three months’ bills 
which are renewed at maturity for a 
maximum period of three years. These 
bills bear two first-class signatures and 
a special deposit of securities with the 
Swiss National Bank serves as an ad- 
ditional guarantee. For loans granted 
to allied countries, a special undertak- 
ing: The Société Financiére Suisse, of 
which Mr. Leopold Dubois, the manag- 
ing director of the Swiss Bank Corpora- 
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tion, is the president, has been estab- 
lished in Lucerne. The principal Swiss 
industries have contributed forty-four 
millions towards its capital and com- 
mercial and cantonal banks have joint- 
ly subscribed ten millions, whilst the 
Federal Government furnished the bal- 
ance of twenty-six millions. 

While the war has imposed an 
enormous strain on the economic sys- 
tem of neutral countries, the pressure 
has been still heavier for the belliger- 
ents, some of whom will at the end of 
the war have practically exhausted their 
resources. It will therefore be one of 
the principal tasks of the neutral coun- 
tries and especially of their banks to 
extend a heiping hand to belligerents. 
In this respect Swiss banks are not like- 
ly to stand aloof. They have been able 
to deal with ail the difficulties created 
by the war in a very satisfactory man- 
ner and it can be confidently expected 
that they will cope with equal ability 
with the many difficult problems of re- 
construction; all the more so as they 
have all along been careful to husband 
their resources and to strengthen their 
position. 


American Services in Foreign Banking 





By FREDERICK TODD, Fditor of “‘The Americas”, Published by 
the Foreign Division of The National City Bank of New York 





OUR kinds of banking service in 

doing foreign business have de- 

veloped as the result of private 
enterprise in this country, exclusive of 
the war-time special services of the 
Federal Reserve Banks. First, there is 
the service of the interior banks, and 
others, which have a foreign department 
which conducts most of its transactions 
through some larger institution, having 
perhaps a few direct foreign corre- 


spondents of its own. Second, there is 
the international or foreign bank, with 
its most active business abroad and a 
head office here which does a foreign 
business for commercial customers and 
banks. Third, there is the service of 
the kind of institution formed by the 
coéperation of a group of banks over 
the country, each bank having its for- 
eign department, whose transactions 
are handled, along with those of the 
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other members of the group, in a com- 
bined bank with a spread of foreign 
branches or subsidiaries. Fourth, there 
is the American bank that has individ- 
ually extended its service to foreign 
countries by means of direct branches 
and special coédperative arrangements 
with other great international banks, 
and is able, because of the big volume 
of business going on in every direction, 
between it and its branches and between 
its branches, to organize a foreign di- 
vision on a basis of large-scale econ- 
omies with special machinery for doing 
well all the wide range of general and 
special banking services that come up 
in a big national commerce. The serv- 
ices of these extensively organized for- 
eign divisions are offered direct to the 
customers of these international Amer- 
ican banks, also to correspondent banks 
over the country. 


INTERIOR BANKS SHOULD OFFER FOREIGN 
FACILITIES 


All of these different kinds of serv- 
ices are of importance to. American 
business. It is necessary now that in- 
terior banks should be able to offer 
foreign banking facilities, and it is go- 
ing to be increasingly necessary very 
soon. Interior business concerns of 
moderate size will without any doubt 
have many more occasional direct trans- 
actions abroad thereafter than they 
formerly did. The most convenient way 
to handle such foreign business for them 
will be through the foreign department 
of the banks where they carry their 
accounts. Any interior bank can easily 
and economically offer foreign service; 
the big international banks of this coun- 
try are glad to coéperate even to the 
point of helping in the instruction of 
the foreign manager, or of equipping 
the bank with its own banking forms, 
ete. Arrangements can be perfected 
by which the international bank lends 
its credit and practically puts at the 
disposal of its correspondents the full 
facilities of its foreign division, so that 
the smaller bank’s foreign department 
can offer travelers’ and commercial let- 
ters of credit, and even give the best of. 
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service to its own customers in the way 
of foreign collections and the financing 
of exports. 

The maximum services to American 
business in foreign commerce, whether 
looked at as broad national service or 
as service to individuals, seems to be 
offered by the American bank which 
does a great all-round banking business 
in this country and has extended the 
same service to foreign business com- 
munities through establishing itself by 
means of branches abroad. It is be- 
lieved that there are distinct additional 
advantages in such a homogeneity of 
world-wide organization, over the Ger- 
man system, say, of big local banks and 
“daughter banks” abroad that are con- 
trolled by the home banks, but remain 
organically separate incorporations. 

One of the advantages is in the abil- 
ity to have a complete organization of 
the “foreign division” on the extensive 
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scale necessary to the very best han- 
dling of every phase of the banking for 
international transactions, which differ 
widely in kind, and are apt to be com- 
plicated in various ways. If I may 
speak about the organization of the Na- 
tional City Bank of New York, in order 
to talk concretely and not theoretically, 
since we established our spread or for- 
eign branches, several of them ranking 
among the most important banks in the 
cities where they are located, and do- 
ing there a complete banking business 
such as brings them in intimate touch 
with the business of leading houses 
abroad, we are able by the volume and 
international evening-up of our busi- 
ness to have separate departments, with 
trained experts in them, to handle in 
the right way, under all variations of 
circumstances, every one of the ordi- 
nary and most of the extraordinary 
problems presented—to handle them 
promptly and with almost the celerity 
and economy of routine, where it was 
formerly a matter of having somebody 
devote hours to the mastery of an 
“emergency.” 

The great American international 
bank, as it is now developing, is build- 
ing up this perfected machinery and 
it is able to offer American business in 
its foreign activities many new improve- 
ments in facilities for the financing of 
exports and imports. To adopt a simile 
from the tailor-shop. American banking 
for export and import business is get- 
ting so it can give a closer “fit,” in its 
facilities, to different kinds and condi- 
tions of business. 

We can help the American business 
concern with important and pertinent 
information about foreign markets, 
about how to do business in them. about 
the reliability and business capacity of 
prospective customers, and above all we 
are offering more and more every day 
of the full and scientific credit informa- 
tion about foreign firms that counts so 
much in doing a foreign business on a 
good margin of profit. 

By means of this organized machin- 
ery of international banking closely ad- 
justed to the domestic, or made a part 
of it, if you please, financial facilities 





are adapted to the growing require- 
ments of our trade. Our big banks are 
now able to devise, fitting the individual] 
peculiarities of an American business 
concern’s affairs, special ways of han- 
dling, ete. For instance, a large Amer- 
ican enterprise with heavy shipments 
abroad, which formerly sent its “bills” 
through different banks where it kept 
accounts for domestic reasons, is now 
apt to take up with one of our great 
international banks the proposition of 
handling all its bills, in collection with 
a deposit account, and probably also 
in connection with an arrangement for 
“refinancing” against the whole aggre- 
gate volume going forward, by means 
of acceptances. No special “shaded” 
rates are allowed on such accounts, at 
any rate not by the City Bank, but 
the whole advantage and economy lies 
in the use of efficient machinery pro- 
vided in the complete foreign division, 
which saves the time of high-salaried 
employees and many days’ interest upon 
money, and in the case of the “re- 
financing” will under normal conditions 
enable the concern to take advantage of 
the lowest rate for prime acceptances 
prevailing anywhere in the world, and 
does so now to a limited extent. The 
big international banks have the inter- 
national credit and the international ma- 
chinery by which prime acceptances 
with their imprint, handled for these 
customers, will be marketed instantly 
by cable, in London, in Paris, or else- 
where, if a better rate prevails than in 
New York. Special codperative ar- 
rangements with big foreign banks en- 
able them to do this without the paper 
actually going abroad. 

This can be done, and is done, for 
these bank’s customers of modern size, 
when circumstances fit, but it is a spe- 
cial phase of big international banking 
for big business units. Since the Webb 
Law has authorized export associa- 
tions, the organizations of the big 
American international banks have been 
called upon to devise for them combina- 
tions of the local and international 
banking accounts, and special exchange 
facilities, adapted to their peculiar 
activities. 
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An even more flexible facility for 
financing export shipments than the use 
of the acceptance by the bank of a 
firm’s clean bill against a volume of 
merchandise bills actually going for- 
ward for collection (the “refinancing” 
now permitted by the Federal Reserve 
Board) is the one by which a house is 
enabled to borrow against a bundle of 
bills, being automatically credited when 
the payment of any of them comes from 
abroad, and being able at any time to 
repay part or all of the account, and 
thus save the interest. The use of the 
acceptance offers the advantage of a 


lower discount rate, but an acceptance 
necessarily runs for a definite period, 
and while acceptances may be “antici- 
pated,” for moderate volumes of foreign 
business the simpler financing is often 
preferred. 

This international phase of 
American banking is largely and the 


big 


development of a few years; in connec- 
tion with large developments of other 
phases of finance, capital enterprise, 
and distribution of investments, we can- 
not foretell how great the advance of 
the next half-dozen years may be. 


Educational Preparation for Foreign 


Trade 





By SAMUEL MacCLINTOCK, Ph.D., Educational Director, La Salle 
Extension University; Former American Consul, Special 
Collaborator, Bureau of Education 





UR foreign trade before the war 
was limited by the folowing fac- 
tors: 


(1) Lack of American Shipping 
As Mark Twain once said with re- 
gard to our navy, “All we need is 
ships—we have plenty of water.” 
After the war is over, we shall have 
a great merchant marine. Our for- 
eign trade will have to be greatly ex- 
panded if we are to fill these boats 
and make them nationally produc- 
tive. 
2) Lack of American Banking Con- 
nections Abroad 
This factor has already been mate- 
rially changed by the establishment 
of a number of American branch 
banks, offices, affiliations or partner- 
ships abroad. Such banks render an 


invaluable service to American trade, 
and this development may therefore 
be expected to go on. 

(3) Restrictive Legislation 

Our banking and our shipping 
laws, and more particularly our laws 
prohibiting combinations for  ex- 
port purposes, have throttled legiti- 
mate development along these lines. 
Such legislation has now been large- 
ly remedied and we can look for- 
ward to more intelligent action along 
this line in the future. 

(4) Lack of Training. 

In comparison with the European 

nations we have lacked actual knowl- 

edge as to how to proceed. We have 

not had trained men and we have 

paid little or no attention to the ade- 

quate training of those who were to 
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‘arry on our foreign trade. Already 
there are indications of an awaken- 
ing public intelligence on this point. 


AFTER THE WAR 


Most of our basic industries have 
been enormously expanded and accel- 
erated by war demands. We are in for 


an inevitable slump, depression, and re- 


SAMUEL MacCLINTOCK, Ph.D. 


adjustment as these demands pass 
away if we do not measurably expend 
the peace demands for our goods and 
services abroad. During the calendar 
year ended June 30, 1918, over sixty- 
seven per cent. of the total exports of 
the United States went to Europe and 
Asiatic Russia. Another thirteen per 
cent. went to Canada, so that only 
twenty per cent. of the total went to 
any country whose demands are not 
very closely connected with the great 
readjustments forced by the war. Such 
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figures show the necessity of cultivat- 
ing the peace demands of the world as 
never before. 

After the war is over there will be 
thousands of men with no desire to re- 
enter their former pursuits at home, but 
whose contact with foreign lands and 
ways will have given them a love of ad- 
venture, an interest in other people, 
and some knowledge of the language 
and needs of foreign countries. Many 
of these will need only some additional 
training to make them excellent mate- 
rial for foreign service. 

In the past we have depended too 
much upon foreigners for all junior 
help at least, both in the Government 
service and in trade relations abroad. 
We had relatively few real Americans 
either capable or willing to live abroad 
and carry on the work both important 
and unimportant. These conditions 
must change rapidly. Only American 
citizens should be engaged in the Gov- 
ernment service, and our foreign trade 
is of such importance as to justify al- 
most exclusive American help in con- 
ducting it. This necessarily implies 
the training of Americans to do the 
work with success and in competition 
with the best brains in the international 
markets. 

THE NEED OF ADEQUATE TRAINING 

In studying the returns from a large 
number of questionnaires received re- 
cently from manufacturers, export and 
commission houses, and bankers, I was 
struck with the failure of so many to 
appreciate the necessity of a specialized 
training for successful participation in 
the foreign trade. Many still believe, 
apparently, that any reliable and suc- 
cessful salesman in the domestic field, 
with a full knowledge of his “‘line,” can 
be equally successful abroad. Others 
lay great stress upon a thorough knowl- 
edge of a modern language. Few ap- 
parently realize the necesity of a train- 
ing which will include a _ thorough 
knowledge not only of his “line,” and 
of a foreign language, but of many 
other subjects as well—such a training 
as will make possible the scientific de- 
velopment of the foreign field, as simi- 
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lar training prepares the engineer or 
banker or counsel for work in the do- 
mestic field. Mr. Albert Breton, vice- 
president of the Guaranty Trust Co., 
has well said in this connection: “We 
have enough capital, but not enough 
trained men. It is the lack of such 
men that is principally militating 
in foreign 


against our development 
countries.” 

Such a view is narrow and provincial. 
Our products generally will not sell 


themselves in keen competition with 


such a world as we shall find after the. 


war is over. We shall require intelli- 
gent, experienced and trained men, ful- 
ly aware of what others have to offer 
and under what conditions, and of what 
the consumers around the world want 
and can pay for. 

It is this which makes many of vur 
big men of vision see the imperative 
necessity right now of planning to meet 
the after-war conditions by adequate 
facilities for training both for those 
who are now engaged in foreign serv- 
ice and for those who are seeking to 
make their future in such work. This 
is leading to attempts on the part of 
business men and of educators to find 
out just what is needed and to provide 
the means for securing such training. 


SCHOOLS OFFER INSTRUCTION 


The schools of commerce of our col- 
leges and universities, particularly in 
the larger centers, are offering some 
work along these lines. The chief 
trouble here is that relatively few col- 


lege students want to prepare serious- 
ly for a definite career in foreign work. 
In one of our big universities last year 
there were only twenty-seven students 
in all who were preparing for Govern- 
ment, trade, or other services abroad. 

Such institutions as the College of 
the City of New York and New York 
University, located in the most favor- 
able city in our country for this pur- 
pose, this fall organized extension 
classes for business men and women 
now in actual contact with foreign work. 
These classes are conducted downtown 
at night and for the most part under 
practical men. Such work can, of ne- 
cessity, be organized in a few centers. 

High schools of commerce in a few 
of our large cities likewise have courses 
in their senior years for bovs who look 
forward to the foreign field. Such 
courses cannot hope to do more than 
turn out good junior clerks who with 
further study and practical office expe- 
rience should grow into material for ad- 
vanced positions later on. 

The National City Bank of New 
York is the best example of a large 
business institution that trains its men 
for the foreign field. It usually takes 
a college graduate to begin with, gives 
him the office routine and at the same 
time intensive preparation for extensive 
practical work abroad. The results 
under such conditions are almost ideal, 
but the conditions themselves are very 
difficult to duplicate. 

Correspondence instruction offers the 
best means to the individual who wishes 
or is compelled to study alone. ‘The 
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demand for training of this class is 
not sufficient in most of our larger cities 
to justify classes under competent 
teachers; yet there are scattered indi- 
viduals in all such places who need 
just such training. Here is where the 
correspondence schools and extension 
universities can serve best. Further- 
more, there are always people—es- 
pecially those in managerial positions 
—who dislike to sit in classes with 
younger students, perhaps from their 
own establishments, or who prefer the 
convenience of studying at home in 
their leisure. For all such, well-organ- 
ized and rightly conducted home-study 
courses are the best thing. 


BUREAU OF EDUCATION AND VOCATIONAL 
BOARD 


In addition to such educational insti- 
tutions, two nonteaching agencies 
should be mentioned, as they are both 
doing valuable work in stimulating in- 
terest in this field and offering outlines 
of study and other helps to those who 
do the teaching. 

The Bureau of Education, in con- 
junction with the Department of Com- 
merce, is studying what foreign nations 
do to train their representatives for suc- 
cessful work abroad and is laying out 
suggestive courses of study, especially 
for colleges and high schools. Some 
two years ago the Commissioner of 
Education appointed a Committee of 
Fifteen to study the whole subject of 
Educational Preparation for Foreign 
Service. The committee is composed as 
follows: E. D. Adams, Professor of His- 
tory, Leland Stanford Jr. University, 
Stanford University, California; Mor- 
ton A. Aldrich, Dean, College of Com- 
merce and Business Administration, 
Tulane University, New Orleans, La.; 
James H. Carter, Vice-President Na- 
tional City Bank, New York city; John 
Clausen, Vice-President Crocker Na- 
tional Bank, Francisco, Cal.; 
James G. Egbert, Director School of 
Business, Columbia University, New 
York city; J. F. Fish, President North- 
western Business College, Chicago, Il. ; 
Jeremiah H. Jenks, Professor of Gov- 
New York University, New 


San 


ernment 


York city; Seldon O. Martin, Research 
Expert, American International Cor- 
poration, New York city; Samuel Mac- 
Clintock, Educational Director LaSalle 
Extension University, Chicago, IIl.; 
Samuel B. McCormick, Chancellor Uni- 
versity of Pittsburgh, Pittsburgh, Pa.; 
Leo S. Rowe, Assistant Secretary of the 
Treasury, Washington, D. C.; Briga- 
dier-General Charles H. Sherrill, Office 
of the Adjutant-General, Albany, N. 
Y.; C. D. Snow, Assistant Chief of the 
Bureau of Foreign and Domestic Com- 
merce, Washington, D. C.; John E. 
Treleven, School of Business Adminis- 
tration, University of Texas, Austin, 
Tex., and Glen Levin Swiggett, Spe- 
cialist in Commercial Education, Bu- 
reau of Education, Washington, D. C., 
chairman. 

Resident committees have been ap- 
pointed in each of our principal foreign 
trade centers to study the local situa- 
tions and to work out such coéperation 
as is needed between business interests 
and educational institutions. For the 
Chicago district, for example, the local 
committee is made up of the following 
representative personnel: John J. Ar- 
nold, First National Bank; William 
Bachrach, Supervisor of Commercial 
Work in the High Schools; George R. 
Meyercord, Illinois Manufacturers’ As- 
sociation; H. G. P. Deans, Merchants 
Loan and Trust Company; Cyrus H. 
McCormick, President International 
Harvester Company; L. C. Marshall, 
University of Chicago; J. F. Fish, 
Northwestern Business College; J. Paul 
Goode, University of Chicago; H. H. 
Garver, Foreign Trade Commissioner, 
Chicago Association of Commerce; 
George W. Doonan, Bureau of Foreign 
and Domestic Trade; Samuel MacClin- 
tock, LaSalle Extension University; 
Peter A. Mortenson, Superintendent of 
Schools; W. E. Lagerquist, Acting 
Dean Northwestern University School 
of Commerce; Harry Mussen, Central 
Trust Company; H. F. Davenport, 
Brunswick Balke Collender Company; 
H. H. Merrick, Vice-President Central 
Trust Company; W. C. Alward, Car- 
son, Pirie Scott & Co., and G. L. Wal- 
ters, Adams & Westlake Co. 
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More recently the Federal Board for 
Vocational Training, in codperation, 
with the Department of Commerce and 
the Shipping Board, has come into the 
field to offer its help. Dr. R. S. Mac- 
Elwee, former Instructor in Foreign 
Trade at Columbia University, and with 
ten years’ personal experience in the 
foreign field, is in charge of the work. 
He has outlined courses of a practical 
character intended primarily for those 
actively in contact with foreign trade, 
such as clerks, department heads, ju- 
nior officers, export managers, execu- 
tives, engineers, contractors, salesmen 
~all those in commercial, mercantile or 
maritime pursuits. The Federal Board 
contemplates enlisting educational in- 
stitutions in all the larger centers in 
codperation with chambers of commerce 
and other organized commercial bodies, 
offering such courses at night. Like- 
wise the same work may be offered by 
correspondence institutions organized 
and equipped to carry on such work. 

It should be noted that neither the 
Bureau of Education nor the Federal 
Board is a teaching institution. They 
themselves do not offer any. classes or 
any work by correspondence. Their 
function is to arouse interest, to work 
out subject outlines, and to secure prac- 
tical coéperation between educational 
and business interests. 


SUBJECT MATTER 


The courses offered in our colleges 
are generally under the department of 
economics and are usually rather aca- 
demic in character. Such courses give 
the student an excellent background 
and historical development, but do not 
teach him how to do the practical work. 
Such instruction is largely about the 
subject rather than the actual subject 
itself. 

The courses given in down-town eve- 
ning classes by the College of the City 
of New York, and such as are outlined 
by the Vocational Board, are intended 
to be distinctly practical, to equip the 
student, either already in a foreign 
trade office or preparing for such work, 
to carry it on immediately. The sub- 
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ject matter includes the 
courses: 

Commercial Geography—Raw mate- 
rials, manufactured products, trade 
channels, market demands, purchasing 
power. 

Marketing Me Selling organi- 
zations, branch establishments, credits 
and general finance, economic condi- 
tions. 

Transportation — Ports, shipping, 
ocean freight rates, routing, railways, 
inland navigation. 

Document Technique 
Routine—F oreign 
banking. 

Tariffs and Commercial Treaties— 
Combinations for export trade. 

International Commercial Law. 

The Merchant Marine—Rates and 
rate structure, traffic agreements, differ- 
entials, relation and jurisdiction of the 
Interstate Commerce Commission to 
the Shipping Board, Bureau of Navi- 
gation, and other Government bureaus, 
boards, or agencies. 


following 


Office 


credits, 


and 
exchange, 


GEOGRAPHICAL GROUPS 


Let’s take commercial geography as 
an example and see how the course as 
outlined by the Federal Board differs 
from the ordinary academic treatment 
of the subject. Probably most men can 
recall the instruction which they re- 
ceived in geography: We were told to 
find Argentina on the map, tell what 
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it was bounded by, what its products 
were, who its people were, its principal 
cities, and then we were all through. 
The newer method is to teach regional 
geography and commodities—wheat, for 
example, wherever it is found the world 
around. The geographic groups are 
based upon language, political institu- 
tions, transportation, laws and customs. 
The following grouping is suggested: 

(1) The English Group: United 
Kingdom; Union of South Africa and 
adjacent colonies; British Indies, Cey- 
lon, Straits Settlements, Indo-China; 
Australia and New Zealand. 

(2) The Latin Group: France; 
Belgium; Switzerland; Morocco; Al- 
geria; Italy; Spain; Portugal. 

(3) The Levant and Near East: 
Greece; Balkans; Asia Minor. 

(4) The Far East: China; Japan; 
Philippines. 

(5) The North American Group: 
United States and Canada. 

(6) Latin America: The Carib- 
bean and West Indies; North Coast of 
South America—Colombia, Venezuela; 
Brazil; the River Platte States—Ar- 
gentina, Uruguay, Paraguay; the West 
Coast—Chile, Bolivia, Peru, Ecuador. 

(7) Russia. 

(8) The Germanic Group: Ger- 
many, Austria-Hungary, Scandinavia, 


Holland. 





FOREIGN LANGUAGE 


We Americans have been a provincial 
people when it comes to a knowledge of 
foreign languages. The schools gerer- 
ally do not teach our children how to 
speak and write corectly a foreign 
tongue (and it’s not an easy thing to 
do). Consequently most men do not 
take up the subject seriously until they 
actually need it. It is then a long, 
laborious process to acquire real pro- 
ficiency. A British committee which has 
been making a thorough study of the 
subject of foreign language instruction 
for the last two years has this to say 
with regard to the desirability of such 
knowledge as it relates to foreign trade: 


The evidence collected by us seems con- 
clusive as to the need of foreign languages 


in business, especially under the new con- 
ditions which may be expected to prevail 
after the war. Keen emulation will then 
be encountered; lost ground must be re- 
covered; new openings must be found; and 
in countries where we felt secure we shall 
find our footing precarious. So large is 
the part of our industrial product marketed 
abroad, so great is our capital invested in 
foreign markets, but also on the prosperity 
of the whole country. Our foreign trade 
does not comprise the whole of our activi- 
ties, but the whole of our activities depends 
upon it. In a great part of our foreign 
trade a knowledge of language, a knowledge 
of foreign peoples, will be directly and 
abundantly remunerative. It is not enough 
to provide more and better instruction; the 
instruction available must be better known 
and more highly valued. 


It seems that a considerable number 
of the firms questioned by this commit- 
tee encouraged their employees in the 
acquisition of one or more languages by 
paying part or all of the fees. Some 
make regular provision for sending 
abroad some of their promising clerks. 
The committee makes the following 
statement with regard to the place of 
foreign language in office work: 


Our conclusion is that for business pur- 
poses a considerable number of good lin- 
guists are required; a small proportion of 
the whole number employed will suffice, but 
it should be ample to allow a free selec- 
tion for specific functions from among well- 
qualified candidates. Knowledge of foreign 
languages is no guarantee of business ca- 
pacity; several firms complained that for 
certain duties they had either to choose a 
candidate of inferior capacity or dispense 
with the knowledge of languages. Some of 
our witnesses stated that a clerk once found 
competent in foreign correspondence is not 
infrequently regarded as irreplaceable, and 
may, therefore, miss his chance of promo- 
tion to other lines of work. This narrow 
view of the utility of modern languages 
must give way to a larger conception. The 
belief that proficiency in modern languages 
may hinder advancement is a direct dis- 
couragement to their study, and yet they are 
needed by many firms in higher as well as 
in the lower grades of their organization. 
Such proficiency can only be turned to the 
best advantage when it is more common; 
and will only become more common when 
its value is more generally recognized. 


Anyone who has had experience 
abroad knows that one of the German 
methods of trade penetration is their 
adept knowledge of the language of the 
country in which they were doing busi- 
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ness. That the desirabiltiy of such lan- 
guage knowledge was clearly recog- 
nized by the trade interest may be gath- 
ered from a very excellent practical 
manual on foreign trade issued in Ger- 
many before the war and containing the 
following statement: 


A satisfactory knowledge of foreign 
languages is the first step toward success 
in foreign trade. * * * Above all, 
thorough study should be given to the 
language of the foreign country, its polit- 
ical and geographical relations, its trade 
and industry. * * * I assume that the 
reader of this book has a certain familiarity 
with geography and foreign languages, espe- 
cially English, which is indispensable as a 
world language for the over-sea trader. 


Considerable difference of opinion 
exists at the present time as to the ad- 
visability of teaching German in our 
schools. The report of the British com- 
mittee may be cited once more on this 
point: 


After the war the importance of German 
must correspond with the importance of 
Germany. If Germany after the war is 
still enterprising, industrious, highly organ- 
ized, formidable no less in trade than in 
arms, we cannot afford to neglect it or ig- 
nore it for a moment; we cannot leave any 
of its activities unstudied. The knowledge 
of Germany by specialists will not suffice; 
it must be widespread throughout the peo- 
ple. A democracy cannot afford to be ig- 
norant. We may indicate one point in par- 
ticular which is likely to be of importance 
at the end of a war. It will, in any case, 
be impossible to oust the use of German 
in Commerce, even for our own purposes at 
home, apart from any question of competi- 
tion in neutral countries. The mere settle- 
ment of pre-war accounts with Germany 
will be a long and difficult matter if we are 
not ourselves able to supply men who have 


sufficient knowledge of German to conduct 
the necessary correspondence; strong incen- 
tive will be offered to revert to the old 
practice of employing qualified German 
clerks for the purpose. This is only one of 
many considerations which lead us to the 
conclusion that it is of essential importance 
to the nation that the study of the problem 
may not prove to be so simple as it seems. 
Is it certain that after the war public opin- 
ion will at once be ready to give an improved 
position to German in schools? Yet wisdom 
and prudence demand that its position 
should be improved, for during the early 
part of this century the study of German 
was not going forward, but backward. 


INSTRUCTORS 


It is axiomatic that in order to get 
practical results the instruction must 
be given by practical men, but it doesn’t 
follow necesarily that a man engaged 
in foreign trade is, for that very reason, 
a practical man when it comes to teach- 
ing others. Such men frequently show 
inability to limit the field for discussion, 
to select the proper and necessary ma- 
terials, to generalize wisely, and to 
carry the classes succesfully by outlin- 
ing the work, stimulating interest, and 
making the student do his part. His 
chief stock-in-trade often is his own 
personal experience and knowledge. 
He is likely to be detailed with regard 
to the line that he knows and to lack 
continuity and logical arangement in 
the presentation of his subject matter. 

On the other hand, the typical college 
instructor is lacking in business expe- 
rience, both domestic and foreign, and 
in actual contact with the subject mat- 
ter that he is to teach. He must draw 
his material necessarily from second- 
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hand sources, and he has but little im- 
mediate contact with people engaged in 
foreign trade work. There are few 
good texts or monographs dealing with 
the technique of foreign trade, and his 
teaching of mature men therefore often 
seems theoretical and academic. 

Both the subject matter and the best 
way of presenting it in this field are yet 
largely to be worked out. The above 
statement shows that the beginning is 
being made. The best results can only 
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be had by the right combinations of 
first-hand practical experience, with a 
wide knowledge of the field as a whole 
and the direct advantage of the profes- 
sional teacher in organizing and im- 
parting such knowledge. This implies 
the interest of business organizations in 
securing such training for our foreign 
representatives and their hearty coédp- 
eration with educators in working out 
the most practical kind of instruction. 


Modern Languages and Modern 
Business 





By M. E. SADLER, C.B., M.A., Lit.D., LL.D., Vice-Chancellor of 
the University of Leeds 





The study of foreign languages is an important and essential step in the development 


of the foreign commerce of this country. 


such study is interestingly described in the following article. 


How an English city, Bradford, is encouraging 


It is reprinted from the 


Journal of the Institute of Bankers, London, and is the report of a lecture delivered before 
the Bradford chapter of the Institute—Editor Bankers Magazine. 


RADFORD is famed for the en- 
B couragement which it gives to the 

study of foreign languages. As 
a great exporting city, from which in 
times of peace threads of communica- 
tion radiate into all countries, it knows 
well the value of being able to talk with 
other nations in their own 
speech. It is a courtesy to address a 
foreign acquaintance in his own lan- 
guage. There is no surer road to friend- 
liness of intercourse than mutual un- 
derstanding of thoughts as expressed 
spontaneously in words. Knowledge of 
its language is one key to the psychol- 
ogy of a people. Business, when solidly 
founded upon reciprocal benefit in ex- 
change, thrives on courtesy, on per- 
sonal intimacies and upon that training 
in quick apprehension of a customer’s 


men of 





habit of thought and of his outlook on 
the world which is technically called 
applied psychology. Ignorance of for- 
eign languages is one chief cause of | 
non-conductivity in international rela- 
tionships. It is a bar across the passage 
which should be open for the movement 
of new ideas. It acts like a cramp upon 
the activities of men. It hampers the 
growth of knowledge, delays its diffu- 
sion, entrenches misjudgments, stunts 
the power of sympathy, holds the world 
back from large co-operative effort in 
the development of natural resources 
and in their just division. 


ENCOURAGING FOREIGN LANGUAGE STUDY 


The city education committee of 
Bradford has wisely encouraged the 
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jstudy of foreign languages. Recogni- 
tion of this service has been made by 
the appointment of Mr. Coffin as a 
member of the committee which the 
Government has set up for the improve- 
ment of the teaching of modern lan- 
guages in British education. The Brad- 
ford Foreign Language Circles have 
won a repute which is almost world- 
wide. The liberality of the Bradford 
Dyers’ Association in establishing valu- 
able scholarships for the study of Rus- 
sian in Russia has been hailed every- 
where both as an act of intelligent pub- 
lic spirit and as a good stroke of busi- 
ness. Three eminent Yorkshire peo- 
ple, all of them connected with Brad- 
ford or its neighborhood, Sir James 
Roberts and Lord and Lady Cowdray, 
have within the last few months en- 
dowed chairs which will promote the 
study of the languages and literatures 
of Russia and of Spain throughout the 
populous districts of the county. Their 
munificence is an act of national im- 
portance and of international signifi- 
cance. Especially at this time, it is a 
sign of the determination of Great 
Britain to learn the lessons of the war. 
It will in perpetuity give their names 
an honored place in the roll of bene- 
factors to Yorkshire. Vigorously and 
prudently used, by the great local au- 
thorities and the university acting to- 
gether for the benefit of the communi- 
ties which it is their privilege to serve, 
the brilliant gifts of Sir James Roberts 
and of Lord and Lady Cowdray will 
quicken the intellectual life of the 
North; will promote mutual understand- 
ing between three great divisions of 
mankind and reciprocal respect for their 
achievements in history, literature, sci- 
ence and art; and will enhance the well- 
being of the whole of the population of 
Yorkshire by helping forward exten- 
sions of commerce and industry which, 
under wise guidance and just regula- 
tion, are advantageous not to a few only 
but to all. 
LANGUAGE STUDY A SOURCE OF WEALTH 

Speaking broadly, however, Great 
Britain is backward in the study of for- 
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eign languages as living tongues. In 
international intercourse, Great Britain 
has always been powerful. She will 
gain influence, and may escape dangers 
by timely foreknowledge, if she arms 
herself with greater knowledge of the 
language of other nations and becomes 
less numb to foreign thought, less 
tongue-tied in her intercourse with for- 
eign contemporaries. The English trav- 
eller in Holland, in Seandinavia, in Cen- 
tral Europe and in Finland notices that 
a much larger proportion of the people 
are acquainted with a foreign language 
in addition to their own native speech 
than is the case in his own country. 
Geographical position has compelled 
those peoples to take the pains which, 
somewhat unexpectedly, have given 
them, in modern commerce, an advan- 
tage which lessens the handicap im- 
posed on them by drawbacks suffered 
througl. historical causes and by politi- 
cal conditions. The study of foreign 
languages has proved a source of wealth 
to them and of intellectual stimulus. 
They have fostered this study by edu- 
cational regulations and by applying 
modern science to the methods of in- 
struction in foreign tongues. Great 
Britain, powerful through other causes, 
has been in the past strong enough, or 
has thought herself strong enough, to 
be slack in this part of her school edu- 
cation and in her adult self-training. 
We have made shift. And to make shift 
is in this case to make mistakes, or 
rather to miss great opportunities. 
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Great Britain, through the war, has 
realized once again in her history that 
she is part of Europe. She is a part of 
Europe which, standing on the edge of 
the continent, has in her heart her fel- 
low-citizens beyond the seas and in her 
hands a world-wide responsibility of 
non-European government. But never- 
theless Britain is part of Europe. 


| Therefore she cannot neglect the knowl- 


edge which comes, and can only come, 
from knowledge of the languages in 
which Europe expresses its thoughts, its 
aims and its outlook on the world. The 
war has revealed the importance of the 
study of foreign languages. Modern 
business, which is one of the founda- 
tions of modern politics, feels the same 
need. Modern science, which is a gov- 
erning fact in modern politics and in 
modern business alike, reinforces the 
claim. But, above all, human interests 
dictate it to us also, and in the long 
run human interests are sovereign alike 
in the business and in the politics of 
the world. 
POWER OF SEEING THINGS FROM 
STANDPOINT 


A NEW 


A knowledge of a foreign language 
gives us the power of seeing things from 
anew standpoint. Everything, our own 
language, our own institutions, our own 
methods, fall into a fresh perspective, 
and are seen in sharper outline, with 
greater solidity of mass and in more 
definite light and shadow. What is es- 
sential, however, is not merely facility 
in speech, not merely command of the 
words and of the structure of another 
language; even not merely an artistic 
sense of its rhythm and color; but in- 
sight into the human significance of it, 
an understanding of what is in the mind 
and heart of the men and women who 
express through it their intimate 
thoughts and feelings. Not a new skill 
only, but an induced sympathy is the 
measure of the value of knowing a for- 
eign country through intimacy with its 
speech. To some extent, the insular 
Briton has gained this by his acquaint- 
ance with the United States of America, 
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which, though speaking the same lan- 
guage or a variant of it, are neverthe- 
less in many respects a foreign country. 
But we need to win the same power of 
freely exchanging thoughts, ideas and 
business needs with nations which do 
not speak. any form of English. And 
therefore a more general, a more scien- 
tific, and a more industrious study of 
foreign languages has become an urgent 
need in British education, both for chil- 
dren and adults, through the circum- 
stances of moderua politics, modern busi- 
ness and modern life. 


KNOWLEDGE OF FOREIGN LANGUAGES 
VALUABLE TO BANKS 


For many responsible posts both in 
commerce and industry, and in branches 
of the public service closely concerned 
with the interests of British trade, a 
fluent and exact knowledge of one or 
more foreign languages has become 
necessary through modern economic de- 
velopments. And the need has been 
made plain by the exigencies of the 
war and by the new outlook which the 
war has opened to us. Some British 
banks will rapidly develop foreign 
branches. This will be the banking side 
of the movement of credits caused by 
the war loans from Britain to the Allies 
and the future development of British 
undertakings on foreign soil. The new 
trade bank which the Government pro- 
poses to help in establishing will need a 
staff of men to whom a knowledge of 
foreign languages will be indispensable. 
And other joint stock banks will do 
business not less far-flung in its range 
than that of the trade bank. The con- 
sular service must be reorganized and 
drastically reformed. It must be Brit- 
ish, highly trained and well salaried, in 
order to secure brains and independence 
and intelligence. For the consular 
service, mastery of two or more foreign 
languages will be a necessity. Com- 
mercial firms with wide connections in 
the world will need well-educated, ener- 
getic, accomplished representatives. 
The profession of commercial traveller 
will quickly rise as has the profession 
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of the accountant. Both are the confi- 
dants of modern business. And many 
branches of industry as well as of com- 
merce will need the help given by skill 
in foreign languages. The iron and 
steel trades, the engineering trades, the 
textile industries, the chemical trades, 
the fermentation trades, the printing 
and book trade, including the color 
printing and photograph trades, are but 
a few of the branches of industry which 
will feel the need. And the foreign 
productive departments of great firms 
like Levers, or of distribution organiza- 
tions like the Co-operative Wholesale, 
will require assistance from men and 
women skilled in foreign speech and 
acquainted with foreign methods of 
business and economic conditions. Add 
to this the increasing demand for for- 
eign correspondence clerks of British 
birth and training, and you have a total 
demand which we should make careful 
preparation to meet. Demobilization 
and peace will be the signal for a new 
recruiting campaign. And the nation 
should be ready with thought-out plans 
for training the new battalions of com- 
mercial recruits. Skill in foreign lan- 
guages is one of the machine-guns of 
modern commercial enterprise.’ 


AMERICA NOT SKILLED IN FOREIGN 
LANGUAGES 


The trade struggle after the war will 
not be mutually destructive, but will 
spur the world to an enterprise, to a 
tense and buoyant industry, to an 
economy and magnitude of production, 
to an inventiveness, to a skill in persua- 
sive advertisement, to a divination of 
hidden resources, and to a brilliant use 
of opportunity which are likely to en- 
hance the wealth of the world to a de- 
gree undreamt of in the past. The 
trade struggle after the war will bring 
into the stadium not the Germans and 
Central Europeans only, but the Ameri- 
cans also. With them also we must run 
level in the new Olympic games. Now 
America has great advantages—huge 
resources, imagination, self-confidence, 
a knack of assertive publicity, an alert 
system of public education. But it is 


uot skilful in foreign languages. Itself 
a continent of English-speaking people, 
it is remote from the habit of foreign 
speech. The schools are weak, weaker 
than ours, in the teaching of foreign 
languages. Residence in a foreign- 
speaking country is more distant, and 
therefore more costly, for them than 
for us. In reforming our education sys- 
tem in regard to skill in foreign lan- 
guages, we are more lightly handi- 
capped than the Americans. 

Whatever the years after the war 
may bring in the way of new tariffs, 
they will not lessen the need for skill 
in foreign languages. Even supposing 
that we are cut off hereafter from di- 
rect industrial and commercial relation- 
ship with Central Europe (a contin- 
gency which I regard as likely to be 
but of temporary significance), we shall 
have to meet Central European com- 
petition in neutral markets. All the 
more reason for us to know what Ger- 
many is doing. And you cannot know 
fully unless you read and speak Ger- 
man. Moreover we shall have to know 
the languages of the neutral markets. 
It is a courtesy to a man to understand 
his language. And commerce, like every 
other side of human life, thrives on 
courtesy. Spain and Latin South 
America are not the most backward in 
appreciating it. 

Again, the more permanent our eco- 
nomic alliance with France and Russia, 
the more insistent the need for a knowl- 
edge of French and Russian. Every 
one of us, whether in commerce or in 
public affairs, knows how much he gains 
by being able to speak and understand 
French, since the war began. And year 
by year the value of the accomplish- 
ment will increase. Some of the most 
critical negotiations during the last two 
years have been conducted in French. 
We to-day find French as valuable a 
medium of communication as in the 
eighteenth century John Wesley found 
Latin, or two generations earlier John 
Locke, or a generation earlier than 
Locke, William Harvey, when he made 
his medical studies in France, or a cen- 
tury before that the English pioneers 
of the New Learning, when they caught 
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the inspiration of Padua and of the 
Italian Renaissance. Well might that 
enterprising commercial traveller, the 
father of St. Francis of Assisi, insist, on 
his return from Lyons, that his baby 
should be called not John but Francis, 
after the land where the first renais- 
sance was flowing. We, too, turn with 
homage to the intellectual and artistic 
ferment of a regenerated France. 
Therefore we welcome the action of 
chambers of commerce throughout the 
country in urging the more systematic 
and scientific study of living foreign 
languages. We rejoiced at the action 
of the Government in appointing a 
committee to advise them as to the best 
means of improving this side of our edu- 
cation. And we hail as a sign (how- 
ever belated) of foresight and wisdom 
the action of the Government in aiding 
the establishment of a School of Ori- 
ental Studies in London, with the object 


of (1) providing a place where the 
Englishmen who will presently be en- 
gaged in governing or garrisoning the 
Oriental and African parts of the Em- 
pire may learn the languages and study 
the literature, the religions, and the 
customs of the peoples with whom they 
will be so soon brought into contact, 
and their influence over whom will 
largely depend upon their familiarity 
with indigenous character, ideas, and 
institutions; (2) offering a training to 
those who are about to proceed to the 
same countries to take part in commer- 
cial enterprise or avocations; (3) fur- 
nishing in the capital of the Empire a 
meeting ground and focus for the schol- 
ars of the East, of all nationalities, 
where, on their visits to this country, 
they may be assured of a sympathetic 
welcome, and, if required, of opportuni- 
ties for study among those who are en- 
gaged in kindred pursuits. 
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What Our Cities Are Doing 


To Promote International 
Banking and Foreign 
Trade 


NTIL recently the attention of American bankers 
and manufacturers was engaged in the problem 
of greatest immediate importance, which was the 

winning of the war. But some of those who are most far- 
seeing are already looking ahead to the time when the 
development of our foreign trade and banking must be- 
come a matter of pressing concern. Herewith will be 
found, in outline, an account of what some of the principal 
cities are doing in this direction. Manifestly, to include 
all or even the principal cities would be far beyond the 
possibilities of a single issue of any periodical. But it 
is believed that enough is told in the following pages 
to show that the bankers and business men of the United 
States are already thinking and acting in a manner which 
indicates their comprehension of the duties and opportu- 


nities of the times. 
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Elements of Convenience in 


“A.B.A.” Cheques 


FOURTH: 
Available any day, any hour. 


“A.B.A.”’ Cheques ‘can be used in payment 
of hotel and other expenses of the traveler at 
practically any hour of any day. That is, the 
holder does not have to wait for banking 
hours to get cash in exchange for his ““A.B.A.” 
Cheques, as he would if he carried a letter of 
credit or drafts. ‘“A.B.A.” Cheques are ac- 
cepted as though they were actua! money, 
the acceptor depositing them later at his bank. 


BANKERS TRUST COMPANY 


NEW YORK CITY 
Member Federal Reserve System 


Agent for issuance of 
AMERICAN BANKERS ASSOCIATION TRAVELERS’ CHEQUES 
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Population (estimated)... 6,485,000 
Number of manufacturing 

establishments (1914) .. 29,621 
Value of manufactured 

products (1914) $2,292,832,000 
Foreign commerce of port 

(1917) $4,260,404,848 
Bank clearings (1917). . .$181,534,031,388 
Taxable value of property 

(1917) $8,673,705,315 


NEW YORK now ranks not only as the 
commercial, industrial and financial centre of 
the United States, but in point of population, 
trade and banking power closely rivals, if it 
does not surpass, any city in the world. 
Handling more than fifty per cent. of the for- 
eign trade of the United States, its importance 
as a shipping point is unrivalled by any other 
port in the country. 

NEW YORK’S commercial banks, trust 
companies, savings banks and branches and 
agencies of foreign banks constitute an enor- 
mous aggregation of financial strength. 
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THE FARMERS’ 
LOAN AND TRUST 
COMPANY 


Nos. 16, 18, 20 and 22 William Street, New York 
Branch: 475 Fifth Avenue, at 41st Street 


LONDON 
16 Pall Mall, East, S.W. 1; 26 Old Broad Street, E.C. 2 


PARIS BORDEAUX 


41 Boulevard Haussmann 8 Cours du Chapeau-Rouge 
and 
Two Special War Zone Agencies in France 
Convenient to the United States Army Camps 








This Company offers its services for all banking transac- 
tions to American officers and enlisted men serving here or in 
France. 


The Company has been designated as Depositary of Pub- 
lic Moneys in New York, London and Paris by the United 
States Treasury Department. 


The Company is a legal depositary for moneys paid into 
Court, and is authorized to act as Executor, Administrator, 
Trustee, Guardian, Receiver, and in all other Fiduciary capaci- 
ties. 





Manages Real Estate and lends money on bond and 
mortgage. Will act as Agent in the transaction of any ap- 
proved financial business. 


Depositary for Legal Reserves of State Banks and also 
for moneys of the City of New York. 


Member Federal Reserve Bank and New York Clearing 


House. 
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Boston Bankers in International Trade and Finance 


By R. Roest1 


HE largest and most important city in 
America up to the middle of the eight- 
eenth century, Boston, always kept and 

holds to-day a most prominent place in in- 
ternational trade and finance. It may be 
that during the last generation Boston bank- 
ers have been known abroad more especially 
in investment circles, because their placing 
of large bond issues and their prominence in 
the financing of such national industries as 
copper mines has overshadowed their many 
activities. 

While it is true that the large Boston 
hanks, up to a few years ago, had no for- 
eign exchange experts among their staffs, 
they were by no means unconcerned about 
international banking. The three old bank- 
ing houses of Kidder, Peabody & Co., Lee, 
Higginson & Co., and Brown Brothers & 
Co. have long handled large foreign ex- 
change transactions and continue to com- 
pete with New York bankers for this busi- 
ness. The first mentioned house has for 
many years been acting as United States 
agent of Baring Brothers & Co., while the 
other two Boston houses have their own 
I.ondon branch houses. Messrs. Lee, Hig- 
ginson & Co., for instance, during the last 
few years have attained prominence through 
their placing in this country of large gov- 
ernment loans, such as those of Italy and 
Switzerland. 

As to the banking institutions, fully half 
a dozen have established foreign depart- 
ments during the last three or four years. 
The first National Bank took the initiative, 
and it is well known that their recent growth 
in deposits is largely due to the aggressive 
way their foreign department has gone after 
new business. A new departure for Boston 
in their organization was, of course, the 
opening of a branch in Buenos Aires, which 
has been a great success. In addition they 
recently organized the First National Cor- 
poration for the purpose of dealing in ac- 
ceptances and transacting such business as 
the bank is not allowed to do under its own 
charter. 


The Old Colony Trust Company, which 
held up to recently the largest amount of 
deposits in New England, has also organized 
a foreign department, but it has not used 
this department so much to get more busi- 
ness as to provide facilities for its large 
clientele interested in foreign business. 

The National Shawmut Bank has in the 
short period of one year built up a very 
large foreign department in charge of ex- 
perts from New York and San Francisco. 
In addition to handling the large exchange 
business of its own depositors and corre- 
spondents, this bank has commenced to com- 
pete with New York in the purchase of 
exchange arising from our great national 
exports, such as cotton, etc. Another big 
feature is the leading position the Shawmut 
Bank has gained during the last twelve 
months in the field of acceptances. . Next 
to the big New York market, Boston is now 
ahead of any other American city as a dis- 
tributing and marketing point for discounts 
and the Shawmut Bank found it necessary 
to establish a sub-division of the foreign 
department for this business. 

Through its direct interest in the Mer- 
cantile Bank of the Americas of New York 
and the latter’s many subsidiary banks re- 
cently -established in Central and South 
America the Shawmut Bank will later on 
reap great benefits. 

The Merchants National Bank, which has 
recently secured the services of a San 
Franciscan to manage its new foreign de- 
partment, expects similar good results from 
its active interest in the American Foreign 
Banking Corporation of New York. 

Several of the trust companies, such as 
the Federal and Cosmopolitan, have well 
managed foreign departments with direct 
accounts abroad, which are especially useful 
in financing the smaller merchants and the 
remittances of immigrants. 

Boston is the center for wool and leather 
and imports more hides and wool than any 
other port. 
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THE FOURTH-ATLANTIC 
NATIONAL BANK 
OF BOSTON 





Capital, Surplus and Profits, $3,675,000 
Total Resources, - - 33,000,000 








OFFICERS 


HERBERT K. HALLETT, President EDGAR F. HANSCOM, Assistant Cashier 
WILLIAM N. HOMER, Vice-Pres. & Cash. NATHAN N. DENISON, Assistant Cashier 
ARTHUR W. HAINES, Vice-President GUSTAVE A. BLEYLE, Assistant Cashier 


STATE STREET, Corner KILBY, BOSTON 
































State Street Trust Company 
BOSTON, MASS. 


Main Orrice, 33 Strate Street 


BRANCH OFFICES 
Massachusetts Avenue Branch Copley Square Branch 
Cor. Massachusetts Ave. and Boylston St. 579 Boylston St. 


Interest Allowed on Accounts 
of $300 and Over 


DEPOSITS 
, 1914 - - - : - - $17,063,395.45 
1915 - - - - - 18,788,082. 10 
1916 - - - - - - 26,164,597.12 
1917 . - : - - 28,521,706.90 
1918 - - : - - -  30,866,259.15 
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Population, 1915 
Total assessed valuation, 

April 1, 1918 $1 498,216,298 
Total banking capital, Aug. 

31, 1918 54,750,000 
Total deposits 865,000,000 
Bank clearings, 1917 12,664,248,400 
Exports, 1917 208,221,739 
Imports, 1917 229,403,531 


BOSTON is the greatest wool port in the 
world. Its imports in 1917 were $108,625,- 
644. It has the largest wool warehouse in 
the world. 

BOSTON is at the head of the boot, shoe 
and leather trade of the world. In 1917 Bos- 
ton imported $20,848,237 worth of hides and 
skins, and exported $6,223,290 worth of boots 
and shoes. 

BOSTON is the center of the cotton manu- 
facturing industry of the United States. It 
imported $27,855,048 worth of raw cotton in 
1917, and exported $26,800,295 worth of 


cotton goods. 
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NATIONAL UNION BANK 


Boston's Oldest Bank, Originally Chartered in 1792 


40 State Street, Boston, Mass. 


Capital, Surplus and Undivided Profits, $2,500,000 
Total Resources, $17,000,000 


It is the aim of its officers and directors to extend every 
proper banking facility to its customers and to provide 
further the valuable personal service which is possible in 
a bank of moderate size. 


OFFICERS 


HENRY S, GREW, President 
W. S. B. STEVENS, Vice-Pres. ARTHUR E. FITCH, Cashier 
ALEXANDER WHITESIDE, Vice-Pres, H. B. MANSFIELD, Assistant Cashier 











Beacon Crust Campany 


TWO OFFICES 
20 MILK STREET 3 SO. MARKET STREET 
BOSTON, MASS. 
Capital - - - = - $600,000.00 


Surplus and Profits - - $1,200,000.00 
Deposits - - - - $15,900,000.00 


Capital Surplus and Profits Deposits 
January 1, 1905 $400,000.00 $164,710.00 $1,795,937.33 
January 1, 1908 400,000.00 347,800.00 3,579,671.07 
January 1, 1911 600,000.00 498,600.00 9,093,040.59 
January 1, 1914 600,000.00 791,110.30 10,958,625.10 
January 1, 1917 600,000.00 1,056,522.94 14,166,794.09 
June 29, 1918 600,000.00 1,265,210.11 15,900,727.75 
CHARLES B. JOPP, President 
Cc. L. BILLMAN, Vice-President and Treasurer F. B. LAWLER, Vice-President 
GEORGE H. POOR, Secretary ROBERT G. SHAW, Jr., Asst. Treasurer 


ALFRED 8S. NELSON, Asst. Treasurer 
DEPOSITARY FOR REORGANIZATION PURPOSES 


Interest Paid on Deposits of $300 or over 
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Philadelphia—The World City 


By Cuar.es 8S. CaLwe Lt, 


President Corn Exchange National Bank, Philadelphia 


ATURAL selection has made Philadel- 
phia the greatest centre of war indus- 
try in the United States, just as it 

made it the greatest manufacturing centre in 
the country before the war. 

Known as the “workshop of the world,” 
the war has brought this section an equal- 
ly proud distinction in the title of “The 
Clyde of America,” which has been con- 
ferred upon the Delaware River. 

When Chairman Hurley of the United 
States Shipping Board made the state- 
ment that Philadelphia had all the possi- 
bilities of a great world port, his opinion 
was based on what was doubtless, to him, 
a revelation of the many advantages which 
this city possesses for the promotion of 
foreign trade. The simple fact is that the 
war has merely accentuated these advantages 

that the Government is waging the war 
in the most efficient way by taking advan- 
tage of such advantages at Philadel- 
phia offers. That part of the story is told 
impressively in the foreign trade figures of 
the city. 

During the first four years of the war 
exports from this port compared with the 
four year pre-war period jumped 300 per 
cent., or 183 per cent. more than the aver- 
age increase for the whole country. From 
June, 1914, to June, 1918, the value of the 
city’s exports amounted to nearly one bil- 
lion, two hundred millions of dollars, the 
total value of both imports and exports 
reaching the sum of one billion, five hundred 
and seventy-five millions of dollars. 

Great municipal piers have been 
structed along the Delaware River, which 
has a thirty-five foot channel to the sea. 
Immense terminal railroad yards will be 
built in close proximity and tapping every 
pier and wharf, spurs from a belt line rail- 
road that parallels the water front of the 
Delaware, and also of the lower Schuylkill 
River—the Schuylkill River having a thirty 
foot channel until it meets the Delaware 
below the southernmost section of the city. 
This belt line railroad under city agree- 
ment is an open highway for traffic from 
the great trunk lines and railroads radiat- 
ing into the interior, and furnishes the 
ideal means of communication between rail 
and boat without a break. Thirty-seven 
miles of navigable water front around the 
city on its eastern, southern and _ south- 
western boundary offers, perhaps, the best 
water front to be found in any great city. 

(here is another aspect to the situation 
Which places Philadelphia in a peculiarly 
fortunate position in its relation to foreign 
trade, 

\long the Delaware to-day there stretches, 


con- 


in sections, a veritable forest of scaffolding, 
which spells ships in unprecedented num- 
bers. Hog Island, adjoining the city, alone 
has fifty-seven shipways and employs over 
thirty thousand workmen. Then there are 
nine other great plants from Wilmington 
on the south to Bristol on the north, a dis- 
tance of only a few miles, which places 





CHARLES S. CALWELL 


President Corn Exchange National Bank, 
Philadelphia 


this section in the forefront of the world 
in point of ship production. These hun- 
dreds of ships and millions of tons of cargo 
space will be used to help rehabilitate the 
world and to supply those countries which 
have to a great extent been cut off from 
their supplies by the war. These ships will, 
in part, transport the products of Philadel- 
phia and Pennsylvania factories and the 
products of the great army of industrial 
workers in this section. 

From raw material, to factory, to boat 
is a short route via Philadelphia. The city 
is most favorably situated in respect to 
sources of supply of the great basic com- 
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No Rule of Thumb 


Governs the Conduct 
of This Bank’s Business 


Old fashioned set rules of 
banking are not followed 
blindly, but we strive each 
day for perfection of service. 

Have you business prob- 
lems? Let us help you. 





CORN EXCHANGE NATIONAL BANK 
PHILADELPHIA 
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wl PHILADELPHIA has an army of workers actively wy 

> “employed numbering over 600,000 and receiving wages ay” 


from over 55,000 separate business organizations oper- 
ated within the limits of the city. 


PHILADELPHIA leads all other cities in the world in 
the number of workers owning the homes they occupy— 
over 150,000 home owners residing in Philadelphia. 

Of PHILADELPHIA’S 378,000 separate homes, less 
than 15,000 are built of wood. 


The city has 90 separate parks and squares, totaling Kee 
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over 6,000 acres. 
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The value of manufactured output exceeds $1,000,- mon 
000,000 a year, the Delaware River leading the whole O57) 
“ 7, 


world as a shipbuilding center. 


Within the city limits are 37 miles of water front, with eH) 
170 piers, and there is a 35-foot channel to the sea. , 
PHILADELPHIA is 235 years old and is growing NY) 


faster to-day than at any time in its history. \ 
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Oldest Bank Building in America 











Philadelphia — The Workshop of 
the World 


HE remarkable development of Philadelphia as 

a manufacturing center has been more than 
matched by its increasing importance as a banking 
center. For this reason the advantages of a Phila- 
delphia account for out-of-town banks is manifest. | 
For the handling of such accounts this bank is 
amply qualified. We have complete facilities for all 
branches of commercial banking and are in a posi- 
tion to give prompt attention to collections and all 





other banking business. 











| 
JOSEPH WAYNE, JR., President 
EVAN RANDOLPH, V.-P. & Cash. ALFRED BARRATT, Asst. Cash. | 
A. W. PICKFORD, Asst. Cash. DAVID J. MYERS, Asst. Cash. 

WALTER P. FRENCH, Asst. Cash. 





THe GIRARD NATIONAL BANK 
PHILADELPHIA 


Resources over $92,000,000 


- ah we Am it St ot eek DD 





610 


lice avian sce test Asin. 











of 




















Cash. 


sh. 


NIX 








modities, such as coal, steel and cement. 
The largest cement centre in the country 
is located less than fifty miles away. Still 
closer is the tremendous new steel section 
of the Lehigh Valley, while only a few 
hours by rail are between Philadelphia fur 
naces and the great coal fields of Pennsyl- 
vania. 


BANKING AND FINANCE 


In financial affairs the powers of the city’s 
resources and the genius of its financiers 
have had a determining effect on the wars 
1 which the country has been engaged. 
Banking in Philadelphia has always been 
oted for conservatism. Its enduring quali- 
ies can best be attested, perhaps, by the 
act that to-day there are five financial in- 
titutions in the city with aggregate re- 
ources of over four hundred millions of 
lollars, which have been in business for 
nore than one hundred years. The total 
sanking resources of the city, ranking next 
0 Chicago and New York, are over one 
jillion, four hundred millions of dollars. 
rhere is an ample base here for the financ- 
ng of foreign trade. While there are one 
hundred and six separate institutions cater- 
ng to the financial wants of the commu- 
lity, its active commercial banking busi- 
ness is transacted largely by twenty-nine 
national banks with assets of six hundred 
million dollars, and a few small state 
banks. To this amount, however, should 
be added in part the resources of some 
fifty-three trust companies which are en- 
gaged more or less in commercial banking. 
rhese fifty-three trust companies have as- 
sets of five hundred and seventy millions 
of dollars. 

The available commercial banking capital 
of the city is quite enough to finance a vast 
world trade. Additional facilities afforded 
by the Federal Reserve Bank for redis- 
count and the purchase outright of accept- 
ances not only afford the necessary elas- 
ticity to banking operations, but also a 
ready market for the absorption of foreign 
bills. It is not merely a fortuitous circum- 
stance that Philadelphia should have been 
selected as the location of Federal Reserve 
Bank No. 3, one of the twelve great banks 
of the Federal Reserve System. It was 
again merely the logical selection and rec- 
ognition of this section’s financial and in- 
dustrial, and, indeed, agricultural resources. 
The Federal Reserve Bank is a valuable 
adjunct to the banking facilities of Phila- 
delphia—and the district which it serves. 
This bank, with two hundred and seventy- 
five millions of dollars in resources, natu- 
rally facilitates operations in connection 
with both domestic and foreign banking. 
It places Philadelphia, in the matter of dis- 
count rates, on the same basis as New 
York. The bank acceptance covering both 
imports and exports, as well as domestic 
transactions, is only in the beginning of its 
usefulness. The Federal Reserve Act dis- 
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tinctly encourages its use as the most at- 
tractive commercial paper for rediscount- 
ing purposes and as part of the base for 
Federal Reserve note currency. 

Commercial letters of credit are also read- 
ily negotiated in Philadelphia. A number of 
the banks here have their own direct connec- 
tions in foreign countries maintaining bal- 
ances with correspondents abroad and in 
addition have direct working arrangements 
with the branches of great foreign banks 
in different parts of the world. Rates of 
foreign exchange are instantly available, 
and the purchase of foreign bills, as well 
as the handling of foreign drafts for collec- 
tion, is a part of the daily routine of some 
of the city’s big banks. The active char- 
acter of Philadelphia’s banking business is 
probably best shown by the amount of its 
annual bank clearings, which, in 1917, to- 
talled nearly seventeen and a quarter bil- 
lions of dollars. 

There remains, however, that other im- 
portant factor in the building up of foreign 
trade, namely, sources of information per- 
taining to foreign credits, tariffs, trade cus- 
toms, trade-marks, etc.—facilities for learn- 
ing the varied business aspects of foreign 
countries and their trade opportun.iies. In 
addition to the services rendered by the 
banks in these important matters, there are 
available the facilities offered by one of 
the best, if not the best organization of its 
kind in the country—the Commercial Mu- 
seum—located right in the heart of Phila- 
delphia’s industrial development. The Mu- 
seum has for its object the promotion of 
\merican export trade by diffusing through- 
out this country a wider knowledge of the 
commercial needs of foreign countries and 
by making foreign countries better ac- 
quainted with the commercial products of 
Philadelphia and of the United States. Its 
foreign trade bureau collects all available 
data regarding the subject of foreign trade 
ind distributes, upon application, reports 
tending to the extension of American trade 
abroad. \ free commercial and technical 
library of fifty thousand volumes is also 
maintained by the Museum—the books, 
magazines and pamphlets all bearing on 
the subject of international trade, produc- 
tion, transportation, banking economics and 
municipal affairs. It also contains trade 
directories of the leading cities and coun- 
tries of the world. There is a list of 
nearly four hundred thousand firms in dif- 
ferent parts of the world, with informa- 
tion regarding their lines of business and 
their importance in the trade. A monthly 
journal is published in both English and 
Spanish and also a weekly export bulletin. 
In the Commercial Museum the American 
Merchant has an efficient aid in extending 
sales abroad and the increasing demand for 
its service is the best evidence of its ef- 
fectiveness. 

To raw material, capital and maritime 


‘advantages, add labor—than which no other 














ConTINENTAL AND Commencia NationaL Bank or Cnicago 


President's Office 


The bankers of Chicago where glad to 
act as hosts to the members of the fraternity 
who attended the Forty-Fourth Annual Conven- 


D 


tion of the American Bankers Association. 

The meeting was a great success, not 
because of a large attendance, but because 
it brought together from all parts of the 
United States men who are leaders in their 


communities, men who earnestly devoted a 
week to conscientious discussion and study 
of the various questions touching banking 
and finance that are vital to the entire 


country. 


The ‘nation will derive benefit from 
the work of this War Convention, for there 
were several splendid papers and addresses, 
the effect of which will be to stir every 
banker not previously aroused, to put forth 
his maximum effort toward the winning of the 
war. All present were imbued anew with the 
spirit of American patriotism andwill return 
to their desks more determined than ever to 
fully support the government and the business 
of the country in these perilous days. 


All Chicago Bankers look forward with 
pleasant anticipation to the future when 
the Association shall again honor their city 
by holding its Convention here under con- 
ditions thet will permit of a larger repre- 
sentation of delegates and their friends and 
a program of entertainment in keeping with 
former occasions of this kind. 
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CHICAGO is the commercial and transpor- 
tation center of the continent; the distributing 
center of the United States and the financial 
center of the west. 


CHICAGO is the world’s greatest livestock, 
grain and lumber center. It is first in the dis- 
tribution of dry goods, general merchandise, 
foodstuffs, machinery, wearing apparel, furni- 
iure and household requisites. It is America’s 
market place: within a twelve-hour ride live 


50,000,000 people. 
CHICAGO holds, with few exceptions, a 


commanding place in every American industry. 
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one) RANSACTING the largest commer- 


cs) cial business and having the greatest 
NS (ine 


Es volume of bank deposits of any State 

Bank or Trust Company in the West, 
The Merchants Loan and Trust Company 
Bank of Chicago employs the most approved, 
modern methods to insure the expeditious 
handling of the accounts of its city and out-of- 
town depositors. Through its Commercial, 
Savings, Trust, Bond, Farm Loan and Foreign 
Exchange Departments, this Bank offers liberal 
accommodations and unexcelled facilities in 
all branches of banking. 





THE CHARACTER OF THIS BANK IS REFLECTED IN THE 
PERSONNEL OF ITS BOARD OF DIRECTORS 


FRANK H. ARMSTRONG ~ ~ - ° President Reid, Murdoch & Company 
CLARENCE A. BURLEY - - - - . - Attorney and Capitalist 
R. T. CRANE, Jr. - - - - - - - - - President Crane Company 
HENRY P. CROWELL - - - - - . President Quaker Oats Company 
HALE HOLDEN - - - - Regional Director, U. S. Railroad Administration 
MARVIN HUGHITT - . Chairman Chicago & Northwestern Railway Company 
EDMUND D. HULBERT - - - - - - - - - President 
CHAUNCEY KEEP - - - - - - - - Trustee Marshall Field Estate 
CYRUS H. McCORMICK - . - President International Harvester Company 
SEYMOUR MORRIS - - - - - - - - Trustee L. Z. Leiter Estate 
JOHN S. RUNNELLS - - - - - - - President Pullman Company 
EDWARD L. RYERSON ° . - - - Chairman Joseph T. Ryerson & Son 
JOHN G. SHEDD - - - - - - President Marshall Field & Company 
ORSON SMITH - - - . - - - - - - - - Chairman 
JAMES P. SOPER - - - - - - Vice-President Soper Lumber Company 
MAJ. A. A. SPRAGUE - - - - - - - - - - U.S. Army 
MOSES J. WENTWORTH - - - - . - - - - - Capitalist 


Member Federal Reserve System 


Capital and Surplus 


$12,000,000 


“Identified with Chicago’s 
Progress Since 1857 ”’ 
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M. A. TRAYLOR 
President 
Ss. T. KIDDOo 
Vice-President 
. F. EMERY 
Cashier 
A. W. AXTELL 
Assistant Cashier 
. L. HOBBS 
Assistant Cashier 
Db. R. KENDALL 
Assistant Cashier 
H. Ek. HERRICK 
Assistant Cashier 
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STOCK 


CHICAGO 


ESTABLISHED 1868 


Capital, 
Surplus and 
Undivided 
Profits, 


$2,000,000 
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EXCHANGE 
NATIONAL 


ITS ENTIRE SUPPORT 
TO THE LIVE STOCK INDUSTRY 
—A WAR INDUSTRY OF FIRST 


YOUR PATRONAGE SOLICITED 





city has as great or as mobile a supply. 
The wide range of skilled workmen em- 
ployed in thousands of different manufac- 
turing units insures that desirable condi- 
tion. The stability of this great labor 
market finds its best guarantee, perhaps, 
in the three hundred and seventy thousand 
separate dwellings which make Philadelphia 
known as the “City of Homes.” Nearly 
every workman has his own castle, which 
means right living and that domestic at- 
mosphere productive of contentment and 
thrift. 


PROMINENCH IN WAR INDUSTRIES 


The part which the city is playing in the 
war is a good illustration of its resources 
in times of peace. Philadelphia proper 
can make more uniforms, hats, underclothes 
and socks for our armies than any other 
place in the United States. In normal 
times one hundred thousand workers are 
employed in its textile industry alone. In 
the manufacture of machinery, from the 
most gigantic lathes down to the most deli- 
cate instruments, the supremacy of this 
section is clearly established. One hat fac- 
tory alone can make hats for the country 
faster than it can enlist its fighting men. 
In sugar refining, car building, saws, and a 


dozen and one different lines, the magnitude 
of the resources of Philadelphia and _ its 
industrial leadership are appreciated by 
only a few even of its own people. In 
speaking of Philadelphia in an_ interna- 
tional sense, however, regard should be 
given to that greater industrial area of 
which Philadelphia is the natural centre 
that metropolitan wheel of which the city 
is the hub. In this greater area there is 
a population in excess of three millions of 
people and a range of industrial activity 
that is not approached in any other part 
of the country. Close by is the greatest 
arms producing factory, the largest ex- 
plosive and powder works on earth, which 
are given merely as high lights showing 
the impressive position which this section 
occupies in the industrial world, not to 
mention or to reiterate the leadership in 
shipbuilding production. 

This region is not a clearing-house for 
what others produce. It is itself the pro- 
ducer, the creator, the manufacturer. No 
other one thing could so swiftly summon 
all the resources of a community or a 
people as the world war. Nothing else 
could so forcibly prove the latent strength, 
the inherent wealth and the great interna- 
tional commercial possibilities of this teem 
ing centre of activity. 
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International Banking in Baltimore 


By Watpo Newcomer, 


President 


FEW months ago the Baltimore Clear- 

ing-House was requested to send to 

Washington a few bankers who were 
experts in foreign exchange, whereupon the 
fact that not a Na- 
tional bank, state bank or trust company in 
the city maintained a foreign exchange de- 
partment, and, with the exception of a pri 
vate banking firm. no one appeared to have 
study of its 


was discovered single 


made any special problems. 


This fact was a surprise to some people, 
but I am inclined to think that investiga 
tion would disclose a similar situation in 


the great cities and 
it does not 
will be found to be 


the conditions that 


majority of our that 
lack of enterprise, but 
due almost entirely to 
have 


indicate 


heretofore existed 


with reference to foreign exchange 

Just as London has for vears been the 
acknowledged center for the world’s trans- 
ictions in international fianance, so New 


York has become the center for such trans 
actions originating in the United States, and 


there was accordingly no need for banks 
in other cities, particularly in the East, 


to establish direct relations with foreign 
correspondents. 

Remember, too, that under the old Na 
tional Bank Act all the national banks in 
Baltimore then kept half their reserve fund 
on deposit with their New York corre 
ents, and the purchase of a 
for the 
spondents was equivalent to, and 
in, the 
money 
in a like 
in a transfer from New 
the amount of 
paratively small, as most of the ! 
other commodities for export originated in 
the West, were shipped on through bills of 


spond 
draft 


corre 


foreign 
iccount of one of these 
resulted 
transfer of an amount ol 
Baltimore to New York, 
manner the sale of one resulted 
York to Baltimore. 
this business 


equ il 


from while 


Now was com 


grain 


lading, and the drafts in connection there 
with were drawn at the point of original 
shipment, or the nearest large city, and 


handled through Chicago, St. Paul or else 
where and usually in the manner indicated 
New York 


this was a 


above, that is, for account of a 
bank. It will thus be seen that 
convenient way to handle such transactions 
and that the establishment of foreign ex 
change departments in our banks and direct 
foreign connections would probably 
been unnecessary and wasteful. 

It is true that facilities are necessary to 
attract and increase business, but it is not 
wise to provide facilities for business which 
does not exist. For instance, a bank is nec- 
essary for a business community, but it 
would be the height of folly to establish ‘a 
large bank in an unsettled part of the 
country, or even in a small town, and expect 
a business community to grow up there on 


have 


National! 


Exchange Bank 


wait until 
the business develops a demand for the fa 


iecount of the bank. One must 


cility and then establish the latter on a 
sufficiently large scale to take care of V 
increase that may reasonably be expect 


\ccordingly, under conditions under which 
the foreign business natural) 
flowed through New York, there has ne 
n the past been a need for direct fore 
connection in all the cities of the country 
There are indications, howe 
that after the war is over there will bx 
change in these conditions and new pr 
lems will have to be faced, some of these 
changes affecting Baltimore particularly 
In the first place, we find a very imp 
tant development taking place in the ind 
tries of tl is city The Bethlehem S 
Company is making a tremendous enlat 
ment, which is by no means entirely for 
Then we have © shipbuild 
plants, industrial alcohol, chemical, fertilizer 
ind other industries, either new or greaily 
enlarged, all of which are likely 
in increased demand for foreign exchanve, 


exchange 


several 


purposes. 


to deve » 


originating locally. There promises to be 
in enormous increase in our merchant ma 


retention in this coun 
the transfer to this country, of a 
money, 
Coincident th 


rine, leading to the 
try, or 


large amount of freight formerly 


going to foreign owners 


this we look for the opening up of a large 
trade with South America Baltimore's 

orable location with respect to the Panama 
Canal, her deep water channel, fine harbor 
facilities, low port charges, and last. it 


not least, the well 


her banks for honest 


deserved reputation 
ind conservative man 
igement, all combine to assure her that 
full share in this development 
facilities 
deal of talk 


will have i 


nd must prepare he wcord) 


ihere is a great about the 


establishment of dollar exchange, that is 
making the American dollar the standard 
for international operations as the English 


pound is to-day It is not easy to predict 
just what differences this would make nor 
what new problems it would introduce 


There is not, in my opinion, the slightest 
doubt that Baltimore will be fully prepared 
to handle her full share of all this busi- 
when it comes, but it remains to be 
seen whether she will do it by the establish- 
ment of foreign exchange departments in 
her banks and the opening of direct connec- 
tions with banks find that the 
presence of the Bank at her door, 
with the opportunities and facilities former 
ly held by the New York banks, and some 


ness 


abroad, or 


teserve 


advantages over them, offers a better meth- 
od. We may be sure that the situation will 
be closely watched and studied and the best 
and most economical plan adopted. 
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Efficient Service Maintained 


The organization of the National City Bank of Chi- 
cago has effectively adjusted itself to every demand war 
conditions have imposed upon it. 


As with other institutions since April, 1917, when 
America entered the war, several hundred changes have 
been made in the working force of this bank. 


In the face of these adverse conditions our organiza- 
tion has maintained its personality, and is rendering the 
same efficient service as before the war. 

If you are considering opening a Chicago account or 
changing your present connection, we _inviie your 
inquiries. 


The National City Bank 
of Chicago 


DAVID R. FORGAN ; President 
ALFRED L. BAKER Vice-President 
H. E,. OTTI Vice-President 
I \. CRANDALI Vice-President 
ROBERT R. FORGAN Vice-President 
WALKER G. McLAURY Cashier 
W. D. DICKEY \ssistant Cashier 
HENRY MEYER Assistant Cashier 
LEE A. KING Assistant Cashie) 
R. B. FUESSLI \ssistant Cashier 
rT. R. THORSEN \ssistant Cashier 
S. P. JOHNSON Assistant Cashier 


GEORGE L. WIRE, Attorney 


Bond Department 
R. U. LANSING, Vice-President and Manager 
M. K. BAKER, Assistant Manager 
JOHN R. GRAY, Assistant Manager 


Capital, Surplus and Profits over $3,000,000 











The Corn Exchange 
National Bank 


OF CHICAGO 


OFFICERS DIRECTORS 


Ernest A. Hamill Watson F. Blair 
Pres 
Charles L. Hutchinson Chauncey B, Borland 
Vi I s 
> A Meulten Edward B. Butler 
» ° n 
‘ Benja ( t 
n T. Reeve J I 
: lyde M, Car 
J. Edward Maa 
. Ernest A, Hamill 
Norman J. Ford 
\ Charles H. Hulburd 
Ja G. Waketield 
Charles L, Hutchinson 
Le FE. Gary 
es Martin A. Ryerson 
Edward IF. Scl | 
ty I. H Sel 
James A, Wal 
Edw 1 A. ld 
Charles Noval 
Rob J. Thorne 
J ph Ro | 
harles H. Wacker 








Capital ' . $3,000,000 
Surplus . ; . 7,000,000 
Undivided Profits 1,379,000 


Foreign Exchange 


Letters of Credit Cable Transfers 
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Chicago—Its Opportunities and Advantages for Foreign 
Trade and Banking 


By Artuur ReyNo;ps, 


Vice-President Continental and Commercial National Bank, Chica 


NDER present circumstances and con- 
ditions it is fitting that each commu- 
nity take stock to ascertain what con- 
ributions it can make towards maintaining 
ur foreign commerce at or near the record 
totals established during the war, or at least 
towards making new records for peace 
times. Chicago and the wonderfully rich 
region from which it draws will be able an- 
nually to turn hundreds of millions of dol- 
lars’ worth of exportable products into the 
tream that will make this possible. 
Chicago, within one night’s ride of hich 


live 50,000,000 people, s the natural center 
fa ist territory of almost unlimited re 
sources lributary to this city are immense 
deposits of iron, copper, coal and other min- 
erals, th mineral resources of Illinois, In 
diana, Michigan, lowa and Wisconsin ex 
eeding the mineral wealth of twelve of th 
great western mining states I thin 

safe to assert that there more nd bet 
ter live stock in the M Vallev than 
n ! the ection o | ‘ 1 tl 

face of the globe More than ttv per cent 
of the cattle, seventy 1 cent of the 
vheat, eightv per cent. of th t nd 
event er cent. o ll the hog yrroduced 
in the United States, as well as over halt 
of the world’s corn crop, can be credited to 
this territor' Europe, Asia, South Americ 
ind Africa must have the articles that can 
be made from these minerals and the food 
that is assured by these agricultural re- 


sources in ever-increasing quantities. There 
is no lack of transportation facilities, under 
normal conditions, for rapidly movin ( 
raw products and the manufactures of the 
Mississippi Valley to seaboard, tor more 
railroad mileage converges here than at 
any other point in this country, which 
surpasses all others in both mileage and 
railroad equipment. An extensive system 
of belt railways connects all the transpor 
tation lines that enter here; thus the quick 
and economical transfer of east and west 
and north and south bound freight is pro- 
vided. ‘Then there are the Great Lakes 
and the coming deep waterway to the Guli 
of Mexico, with the advantages of cheap 
water transportation. 

The City of Chicago, with its unequalled 
transportation system, places manufacturers 
in a position to distribute their exports to 
any place on the globe. During normal 
times through bills of lading may be se- 
cured direct to interior points in the vari- 
ous South American Republics, to the 
Orient, and elsewhere, at rates comparing 
favorably and in some cases lower than 
those quoted to exporters at seaboard. Es- 


tae) 
pecially does this apply to oriental con- 
signments forwarded from the New Eng- 
land States. The transportation facilities 
provided by Chicago have induced more than 
one manufacturer to close his export office 
in the Eastern States and concentrate all 
international business in this city. 

Chicago is also happily situated as a dis- 
tributing point for imports. The tea ex- 
porter, for instance, in Japan may ship his 
tea on a through bill of lading to Chicago, 
top his consignment at seaboard, Denver, 
Omaha, Kansas Citv, or wherever desired, 
ind if the market where the tea is stored 
proves unsatisfactory, on the strength of 
the original bill of lading, he may, on the 
payment ot 1 very modest fee, re msign 
the goods to a farther Eastern point 

In Indiana, Michigan, Illinois, Wisconsin, 


lowa and other states that contribute much 
to Chicago is a large industrial po} ilation, 
neluding hundreds of thousands of skilled 
rKe!l .. 1h erable rr it I n iTat t ring 
nt nd every facility f turning ve 
t of th orest, farn ind mine nto 
\ d merchantabl irticles hich n be 
ad n upon to meet th a nd tor good 
‘ rt \ great man tomobiles 
tl ‘ ri nd cor ‘ 1 cat ld 
ers nd « renter tool tation en 
vines / * te oll and elect 
tv), an visting id ig tu 
e all manufactured in large « ntitie ind 
nd favo h the foreign In 
normal times ch irch nd school niture 
is exported extensively from. thi district, 
especially to the various South American 


republics 

This « ity leads all others in packing-house 
products: t is th center of one oO the 
ereatest iron and steel making districts in 


} 
lement p 


the world: extensive farm imp 
the output of which is in demand in every 
civilized country, are located here; and 
this is an important point for the manufac 
ture of shoes and clothing. We have great 
jobbing houses in all the principal lines. 
The value of goods manufactured in Chi- 
cago alone during the vear 1910 was $1,281,- 
313,000, Actual figures for 1917 are not 
ivailable, but conservative estimates place 
the total for the latter vear at $2,500,000,- 
000 for the city and $5.000,000,000 for the 
state. 
THE CITY'S BANKING FACILITIES 


The banks of Chicago are abundantly able 
to do their full part in helping to finance 
the export business of the country and es- 
pecially that originating West of the Alle- 
ghenies. The figures published the first of 
September showed the total deposits of Chi- 
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and interest. allowed : i 2 Mail and Cable 


thereon. 
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RESOURCES 
THIRTY-SEVEN MILLION DOLLARS 
Y establishing relations with this bank an oppor- 
tunity is afforded to banks throughout the world 
to deal direct with CHICAGO, “The Great Central 
Market.” 
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cago banks to be $1,387,000,000. Items must be established at foreign points by 
passing through the local clearing house in American bankers as part of a general plan. 
1917 amounted to $24,974,974,000. Most of In this respect the banks of Chicago are 
the large banks in Chicago and other in the same position as those of New York, 
financial centers in this section have connec- London or any other city. It is useless to 
tions in the principal cities of the world, open a bank where there is no trade. Bank 
maintain well equipped foreign banking de- ing being the instrument and not the cre- 
partments under the supervision of expe- itor of commerce, it cannot lead in the de 
rienced managers, and will gladly employ velopment. Whenever enough business ma 
their resources in the further development terializes between Chicago and Buenos 
of the trade of America. \ires, Valparaiso, Hong Kong, Moscow o1 
In the past Chicago bankers have always other foreign cities, to warrant Chicago 
responded to increases in industrial and com- banks in locating agencies at any one or 
mercial activity by enlarging their capital ill of such places, the necessary action will 
ind broadening their facilities. Despite the be taken without delay. 
fact that the city and this whole section of \s an evidence of the increasing import 
country have developed at a pace never ince of this city as a financial center, the 
before equaled, manufacturers and mer- prompt flotation of the Armour bond issue 
chants have always found the local banks — of 850,000,600 recently underwritten by local 
prepared, ‘This policy of supplying the banks and bond dealers may be cited, also 
need will continue as the guiding spirit in the marketing of $5,000,000 of Chinese bonds, 
our great and growing banking institutions. and our financial institutions may be relied 
In nearly every utterance relative to for- upon to participate in future large bond 
eign trade, the statement is made that banks issues, both domestic and foreign 
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Saint Louis 


By Joun G. Lonspa.t 


President National Bank of Commerce in St. Louis 


NTERNATIONAL developments during once more settles over warring Europe, we 


the past four years have served to awak- may expect keen competition in the West 
en in this country a lively interest in Indies, Mexico, and Latin America, where 
foreign trade. In fact, so much written now our goods have a virtual monopoly. 
and verbal discussion has been spent on the The ability of St. Louis merchants and 


subject that it has become invested with manufacturers to hold our trade with coun 
1 certain technical mysteriousness which tries to the south of us will then depend 


does not properly belong to it. For, after upon furnishing the correct solution to 
all, foreign trade is but an extension oi three problems. First is that of production: 
domestic trade, from which it does not fun- Wwe must produce goods of such quality and 
damentally differ. Of course the goods price as will meet competition. Second is 
intended for Latin America must be ot that of transportation: we must send our 
different kind. must be packed differently goods to the market promptly and at a not 
ind must be sold by different methods, from too burdensome cost. Third is right finane 
those prepared for Mississippi consumption. ing: we must be able to finance shipments 
But, likewise, there is a wide divergence in vithout too much contravention of our cus 
the character of goods and selling methods toms, and, at the same time, in such man 
adapted, respectively, for the rural districts ner as to comply in a satisfactory degree 
of Arkansas and the City of New York. with the customs of the countries with whom 
local customs and requirements must al we do business and to meet the competition 
Ways be catered to. of other nations seeking their trade 

In considering the foreign trade question Speaking of manufactured goods as a 
for St. Louis, as for other cities in the whole, nothing so tends to lower the cost 
United States, our thought must be prin of production as cheap coal. In this re 
cipally concerned with post-war conditions, spect, St. Louis has no rivals among th 
rather than with the present status of af- large cities of the country. As regards 
fairs. Under current circumstances, our raw materials, our advantages mav be seen 
problem is one of production rather than of — by citing a few specific facts. The center 
marketing, because now we can dispose ot of population, which is gradually moving 
more goods in foreign fields than the re- westward, is now but a short distance east 
strictions of national warfare will permit of the city. The center of cereal produ 


us to manufacture or ship. When peace tion in the United States is in) Missouri. 
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The Test of a Banking Institution 


—lies in its ability to meet current problems, while mak- 
ing adequate plans for those of the future. 

When our Nation went to war, The National Bank 
of Commerce in Saint Louis “joined the Service.” We 
have lent our resources and facilities to the Government 








without stint, and have liberally served and financed our 
correspondent banks and all other customers engaged in 
essential business. 

For the problems of peace, we are making funda- 





mental preparation by protecting the strict liquidity of 
our assets. A\nd, to help our clientele in initiating and 
fostering foreign trade relations, we have become the 
sole St. Louis agent and stockholder of the American 
Foreign Banking Corporation of New York City, which 
we helped to organize. ‘Through this, and direct con- 
nections in foreign countries, we are prepared to finance 


every class of foreign business. 


| The National Bank of Commerce 
in Saint Louis 











Capital, Surplus and Profits, $13,700,000 


John G. Lonsdale, President. e: 
W. B. Cowen, Vice-President. i 
R. F. McNally, Vice-President and Cashier. E: 
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MILITIA I TT 


Fourth city in the United States in population and in 
manufacturing output. 


Population. ....:.......... pele : 820,009 
Bank clearings $6,960,000,000 
Fotal bank resources : $520,000,000 
Railw ay tonnage 
Received 44,000,000 
Shipped 31,000.000 
Railway lines terminating in St. Louis 26 


St. Louis is the largest horse and mule market in the 
world. It also leads the world in the manufacture of 
tobacco. It is one of the principal cities of the United 
States in the manufacture and distribution of hardware, 
shoes, dry goods, lumber, and stoves and ranges; in fact, 
it is a large manufacturer and distributor of practically 
all staple products. As a primary fur and grain market 
its volume of business is very heavy. The breweries of 
St. Louis, which are required to close on December 1, 
are making preparations to engage in other lines of pro- 
duction. The river traffic, which was originally responsi- 
ble for the growth of St. Louis, is being revived—a Fed- 
eral barge line having recently been established. 


Every phase of St. Louis’ business and industry is 
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characterized by stability; bank failures are almost 
unknown there. 
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Commercial Credits 


Acceptances 


The Mississippi Valley Trust 
Company is a Federal Reserve 
Member. It finances bank and 
trade acceptances, and has a 
modern well equipped Banking 
Department for the efficient 
handling of bank and commer- 
cial accounts. 


Mississippi Valley Trust Co. 


Capital, Surplus and Profits over $8,000,000 
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a little north of St. Louis. The center of 
total farm production lies a bit to the south- 
west of St. Louis. In the Joplin district 
we find the country’s principal supply of 
lead and zine. St. Louis is situated at about 
the central point between the Western cop- 
per mines and the Great Lakes copper dis- 
trict, with excellent transportation facili- 
ties direct from the mines. St. Louis is the 
largest raw wool market in the United 
States. We are located midway between 
the great timber districts of the South and 
those of the North and West. In fact, it 
is but a fair summing up of the position of 
St. Louis, as regards raw materials, to quote 
its slogan, “The City Surrounded by the 
United States.” We may conclude, then, 
as regards the production factor in our 
efforts to command foreign trade, that we 
stand without rival among the more impor 
tant cities of the nation. 

We come next to the question of trans- 
portation. The natural outlet for products 
of the St. Louis district bound for foreign 
countries is through the Gulf ports on the 
south. A great volume of the goods ex- 
ported from here, whether to Europe or 
to the more southerly countries of America, 
finds egress in that direction, although a 
considerable volume Europe 
is routed via eastern ports. The freight 
rates by rail to the Gulf from St. Louis 
have always shown the lowering effect of 


consigned to 


river competition; and now, under plans 
already inaugurated, river transportation 


bids fair to supersede railways in the south 
ern shipment of goods. St. Louis is eight 
hundred miles, by rail, from the port of 
New Orleans, but we are assured by Direc 
tor Sanders of the Federal Barge Line, re- 
cently established on the Mississippi River, 
that the ultimate effect of river transporta- 
tion on carrying charges will be 
to place St. Louis on an equality with cities 
having only a two hundred mile railroad 
haul to the sea. St. Louis will thus, at the 
very worst, be on a par with eastern ports 
of the United States, as regards all trade 
territory reached through the Panama 
Canal, because the City of New Orleans, 
through which our river-shipped goods will 
move, is six hundred miles nearer the Canal 
than is New York city. ‘The whole of north- 
ern Mexico is more accessible to central 
United States by rail than by water; and 
in reaching that section by rail, this city 
possesses a very decided advantage over 
all other large cities of the United States. 
This is a fact which has borne fruit in an 
enormous volume of business that has grown 
up with Mexico, and is increasing month 
by month. ‘To students of traffic condi- 
tions, it is a well-known fact that the 
prime essential to cheap transportation be- 
tween two given points is a two-way haul; 
that is, the cars or vessels must be laden 
both going and coming. The imports and 
exports of St. Louis are well balanced— 
the former, consisting of coffee, spices, 


such as 


sugar, manganese ore, hides, precious 
metals, hemp, and sisal—just about match- 
ing in weight and bulk her exports of 
machinery, photographic dry plates, drugs 
and chemicals, dry goods, hardware, shoes, 
stoves and ranges, and railway equipment. 

The third general phase of foreign trade, 
the financial end, is quite as important as 
the other two. The banking laws and cus- 
toms of this country do not conduce to the 
handling in large volume of paper of long 
maturity, even when speaking in terms of 
months. Hence, somehow or other—and we 
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speak not only for St. Louis, but for all 
cities of the United States desirous of en- 
tering the Latin American field—there must 
he evolved a method by which the long-time 
credits to which southern buyers are accus- 
tomed may be granted them, or else they 
must be induced to accept our usual terms. 
Perhaps the solution will be by mutual con- 
cession, they accepting a somewhat short- 
ened maturity for their purchase obliga- 
tions, while we in turn must make arrange- 
ments for discounting and carrying paper 
in some volume, running six to nine months. 
In St. Louis, plans for a discount bank 
along the lines of the established English 
institutions are already under way. The 
National Bank of Commerce in St. Louis, 
too, has become a stockholder and agent of 
the American Foreign Banking Corporation 
of New York, organized for the initiation 
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ind fostering of export trade relations. 
We may conclude, by way of summary, that 
for financing Latin American trade when 
competition becomes rife after the war, St. 
louis is not wholly prepared, but she is 
not “sleeping on the job,” by any means. 
The rehabilitation of the devastated 
tricts of Europe will call for heavy imports 
for 
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that her plants will little re 
adjustment to peace conditions. This city 
has contributed heavily to the production of 
but there has been compara- 
tively little of the of changing 
plants to lines of manufacture entirely 
different from their normal output. Cloth 


require but 


war materials, 


process 


ing and shoes are among the principal ar- 
ticles manufactured for direct war pur- 
poses. 

\ll in all, we think St. T.ouis, in the 
“commercial war after the war,” will make 


1 record of success quite as Striking as that 
she is now rolling up in all lines of patriotic 


endeavor, 
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AR, which has diverted the industrial 
activity of almost the entire world, has 
wrought the most startling changes in 

manufacturing centers of the United States 
and in none to a greater degree than in the 


City of Buffalo. For many years a com- 
mercial city, situated at the eastern terminus 
of the Great Lakes, where a mighty com 
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BUFFALO scores 99 per cent in the essen- 
tials of successful manufacturing: RAW MA- 
TERIALS can be assembled at minimum cost 
by water and rail; TRANSPORTATION 
—15 railroads, the Great Lakes, and new 
Barge Canal; POWER — Hydro-electric 
from the Niagara River at low cost; LABOR 
—normally adequate and contented; CAPI- 
TAL-—ample; MARKET—fifty million 


people and the great Atlantic ports within a 
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in Buffalo, but it was not until the opening 
years of the present century that this city 
made substantial gains in production. 

The returns of the United States Census 
Bureau afford the most authentic figures. 
During the five-year period from 1899 to 
1904, Buffalo gained sixty new manufactur- 
ing establishments. In the five-year period 
ending in 1909 Buffalo’s gain was 215 new 
establishments and in the last period for 
which statistics are available, 472 new indus- 
tries, bringing the total number of manufac- 
turing establishments in this city up to 
2,225 in 1914. They now number 2,500. Out- 
standing features in this tremendous expan- 
sion of manufacturing in Buffalo were the 
production of iron and steel, the manufac- 
ture of diversified machines and materials 
from these basic products, a great increase 
in flour milling, a substantial increase in 
textile manufacture, in scientific instruments 
and in many other directions. 

Before the outbreak of the war and es- 
pecially before our participation in it, But- 
falo, retaining its commanding position as 
a city of commerce, had grown to be an 
important industrial center, so that when in- 
creasing demands for the equipment and 
maintenance of our army in France began 
to be felt Buffalo was looked to to supply 
a tremendous amount of such material. 
Parallel to a growing commerce and rap- 
idly increasing manufacturing industry, Buf- 
falo’s banking institutions had risen to the 
needs of greater business and made possible 
a large part of its gains. At the present time 
a large percentage of Buffalo’s industries, 
particularly in iron and steel and their prod- 
ucts, is devoted to the production of muni- 
tions and other necessities of war. Copper, 
brass and other alloys also are extensively 
manufactured in this city for war use. 

Previous to the war, the Glenn H. Curtiss 
Company had established an aeroplane man- 
ufactory in Buffalo which quickly became 
an item of great consequence to our gov 
ernment. Reorganized as the Curtiss Aero- 
plane and Motor Corporation, the com- 
pany has built and occupies several large 
plants and as this is written is entering 
upon quantity production of an accepted 
model for army use. 

Buffalo’s automobile industry, while not 
as extensive as that of some other communi 
ties, is still very important when quality 
and ability of performance were of vital 
consideration and many thousands of army 
trucks have been manufactured in this city 
and delivered to the Government. The great 
shops of the Pierce-Arrow Motor Car Corn- 
pany, employing over 7,000 mechanics, are 
in operation twenty-four hours of every day, 
turning out more thousands of army trucks. 

Another important item of Buffalo’s ex- 
pansion is in the chemical industry. Fac- 
tories in this city are now producing dye 
stuffs and chemicals, which all the world 
before the war thought could only be made 
in Germany. Still another industry in which 
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the patriotism and determination of a Buf- 
falo corporation finally succeeded was the 
production of optical glass, another much 
needed product which it was assumed could 
only be made in Europe. 

The city limits of Buffalo have not been 
extended for more than sixty years. Much 
of the new industrial life of the city is out- 
side of its corporate limits. Inside what 
may be called the metropolitan district of 





E. J. NEWELL 
Vice-President Peoples Bank, Buffalo, N. ¥ 


Buffalo, including Niagara Falls with its 
electro-chemical industries, are many plants 
of vital importance to the success of the 
Allies. In short, Buffalo is producing al 
most everything which we know the Ger 
mans will not like the way it will be handed 
to them. 

The same conditions which brought about 
the city’s prosperity in pre-war days will 
exist when the great struggle is ended and 
Buffalo looks forward confidently. Few 
communities ever have been blessed with 
greater opportunities. The mighty Niagara 
River has been only partly harnessed. Its 
submission to the needs of humanity must 
and will be greater in the future and there 
is every reason to believe that one of the 
world’s greatest industrial centers of the 
future will occupy the Niagara Frontier, a 
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city extending from Buffalo to Niagara 
Falls and all inclusive. 

While striving for the material advantages 
which they have attained, the people of 
Buffalo never have lost sight of their other 
obligations and have met them with the lib- 
eral expenditure of money for the mainte- 
nance of healthful conditions, for the con- 
struction of adequate school facilities for 
the young, for parks and public playgrounds, 
for more than one hundred institutions for 
the relief of the sick and destitute, for beau 
tiful streets and for every kind of social 
service which is deemed worthy. 

Tenement houses are practically non-ex 
istent in Buffalo, the prevailing type of 
workman’s home being a detached cottage or 
more pretentious two-family house, each en- 
joying an abundance of light and air with 
grass plot in front and a garden at the 


rear. Living conditions, including a market 
supplied from a rich agricultural country 
surrounding, are so attractive here that 


Buffalo has not suffered from migratory 
labor. On this point the United States 
Census Bureau says: 

“Of the cities of New York State the 
greatest stability of employment was in Buf- 
falo, where there was a variation of only 
6.2 per cent. new employment of wage earn- 
ers throughout the year.” 

A partial disclosure of Buffalo’s tremen- 
dous gain since the outbreak of the war is 
contained in a report of the Statistical Bu- 
reau of the New York State Industrial 
Commission for 19i7. This report indicates 
that the factory employees of the Buffalo 
district have profited considerably by the 
general increase of activity that has marked 
all the manufacturing undertakings of the 
Empire State. From the beginning of the 
war in April, and more especially since July, 
1917, this city and adjacent villages expe- 
rienced each month more activity than dur- 
ing the preceding month. Compared with 
November, 1914, Buffalo in November, 1917, 
increased its number of employees seventy 


per cent., whereas in the state as a whole 
the increase was but thirty per cent. Com- 
pared with November, 1915, Buffalo in No- 
vember, 1917, increased its number of em- 
ployees twenty-eight per cent. During these 
same periods there have been also large in- 
creases in the total paid out in wages. In 
November, 1914, the average weekly earn- 
ings in factories in Buffalo were $14.13. In 
November, 1917, this average had increased 
to $22.26. These increases include both 
men and women in shops and offices and 
show that Buffalo paid from $1.75 to $4.50 
more per week to the individual workers 
than did establishments in the state as a 
whole. 

The workers of Buffalo may be said to 


be engaged primarily in occupations calling 
for skill, precision and training. ‘Three 
fourths of the workers for whom reports 
were filed are employed in the manufacture 
of metal goods, machinery and chemicals. 
The manufacturers of metal products and 
machinery employed the greater number of 
people. It is on account of the skill and 
training required that the employees in the 
metals and machinery occupations received 
the high wages quoted above. ‘The metals 
and machinery group of industries employs 
ibout two-thirds of Buffalo’s wage earners. 
Due to war contracts in the manufacture 
of articles needed directly or indirectly for 
the successful conduct of the war, many 
plants in this group made phenomenal prog- 
ress. Factories were operated to capacity 
with night shifts and in many cases addi- 
tional plants were built to accommodate 
the extra workers. 

These conditions have brought home to 
Buffalo more clearly than ever before the 
industrial possibilities of the Niagara Fron- 
tier and there is no contemplation of any 
backward step at the end of the war. It 
is confidently believed that within a com- 
paratively short period of time the whole 
Niagara Frontier from the falls along the 
river and through the ‘Tonawandas to Buf- 
falo and southward to include Lackawanna 
ind along the lake shore will be one vast 
industrial city. The basis of the belief is 
1 knowledge that almost unlimited hydro- 
electric power is obtainable from Niagara 
River and steps are already under way to 
double the present production of this power 
without increasing the diversion of waters 
from Niagara River, at present allowed by 
international agreement between the United 
States and Canada. It is believed that new 
treaties can be negotiated without difficulty 
and that a much greater percentage of po 
tential power of the great volume of water 
flowing through the Niagara River can be 
obtained than at present. The needs of 
industry may even demand the surrender 
of the scenic beauties of the falls and gorge 
to economic needs, and the day may come 
when all the water is diverted from the 
\merican and Horseshoe Falls to power 
tubes and turned back for scenic effects on 
Sundays and _ holidays. 

Since the beginning of the war Buffalo 
has gone “Over the Top” with such splen 
did regularity that a new phrase was needed, 
giving birth to “Buffalo Never Fails.” Be 
sides sending many thousands of the flower 
of her manhood into the great struggle, 
Buffalo has exceeded its quota in every one 
of the big campaigns for war purposes. 
There is no better place in which to work 
and live, no place affording greater oppor- 
tunities or better living conditions. 
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The Industrial and Financial Greatness of Pittsburgh 


| Prepared at the Request of the Bank of Pittsburgh, Pa.] 


By J. O. Baaciin, 


Financial Editor 


= a man is known by his works, so the 
name of a city becomes synonymous with 

its chief products or its most prom- 
inent activities. When one speaks of the 
meat-packing trade he thinks of Chicago or 
Kansas City. Philadelphia is justly noted 
for its output of textiles, and New Orleans 
for its dominancy in the cotton market and 
one time in the sugar trade. 

When the name of the city of Pittsburgh, 
Pennsylvania, is mentioned—no matter in 
what quarter of the globe the speaker hap- 
pens to be—the person addressed, especial- 
ly if he be an intelligent man of affairs, al- 
ways visualizes the chief manufacturing cen 
ter of the United States. The less informed 
still sees the “Smoky City,” and thinks in 
terms of coal and coke, iron and steel. Very 
few persons, however, actually realize the 
magnitude and variety of the industries 
which contribute to Pittsburgh’s eminence as 
a producer of the basic things needed by 
the rest of the world, nor the growth of 
the financial resources of the city which 
give sustenance to these industries. 

Pittsburgh might properly be designated 
as the “Tonnage City of the World,” be- 
cause the volume of its annual commerce 
exceeds that of any city in either hemis 
phere. This tonnage has tripled in the fif- 
teen years from 1900 to 1915, and since the 
outbreak of the great war the increase has 
been truly marvelous. In 1915, the latest 
vear for which Government estimates are 
available, and which is the fairest 
upon which to make comparison, because of 
the revolutionary effects of the war, the 
combined tonnage of the four great mari- 
time nations’ ports, I.ondon, Hamburg, Mar 
seilles and New York, was 104,627,420, while 
in the same year the tonnage of Pittsburgh 
reached 168,433,729 tons. The subjoined 
figures will bring out the comparison more 
graphically: 


’ ° 
DAaSIS 


Year 1915 
Tons 
Port of Liverpool 23,263.47 1 
Port of Marseilles 16,063,376 


25,129,064 
28,625,000 
24,809,980 
19,409,425 


Port of London. 

Port of Hamburg 

Port of New York 

Suez Canal . 

Great Lakes (more than 
half of which enters 
into Pittsburgh’s com 
merce ) 

Pittsburgh’s tonnage. . 


159,720,270 


168,433,729 


The transportation facilities provided by 
nature in the shape of three rivers—the 


Pittsburgh 


Gazette- Times 
Monongahela, the Allegheny and the Ohio 
have been supplemented by nine railroad 
trunk lines, and shipping facilities to the 
Atlantic and to the Pacific, and from the 
Great Lakes to the Gulf, carry Pittsburgh’s 
products to all parts of the world. 

While supreme in tonnage, the Pittsburgh 
Metropolitan District high standing 
in adding value to its natural 
Thus the United States Census in its last 
report estimated the value of the 


factured products of the city at $575,815,493 


takes 


products. 
manu- 


Chamber of Commerce estimates 


products for the 


and the 
the value of similar 
dar 1918 at 


000,000, 


calen- 
vear approximately 3$1,000,- 
Within this city have also been developed 
valuable inventions whose 
use is now worldwide. The product of one 
of its sons of genius, the Westinghouse Air 
Brake, is known and utilized wherever rail- 
roads are operated. In Pittsburgh was fab 
ricated and erected the first structural steel 
“sky- 


some of the most 


shapes which have made possible the 


scrapers” of the great cities of the world 
This city leads both America and Europe 


in the output of finished aluminum and it 
has the largest manufacturing plant 
on the globe. Pittsburgh capital developed 
the largest glass manufactories in the coun- 
try, and since the war closed the factories 
of Belgium and France, Pittsburgh’s output 
of plate glass, window glass, tableware, etc., 
formerly 


cork 


irkets sup- 


has been taken by n 
Europe. 


plied by 
BAN KING TRANSACTIONS 


The population of this metropolitan dis- 
trict is approximately 1,250,000 and it in- 
cludes a body of the most skilled mechanics 
to be found anywhere. The labor payroll 
of the district was conservatively estimated 
it $1,500,000 a day before the extraordinary 
rise which took place this vear in all kinds 
of skilled and unskilled labor. The 
bulk of this enormous sum is paid in cur- 
rency, which, perhaps, is one reason for the 
banking 


great 


development of the facilities of 
the district, which are not surpassed by, any 
other industrial section of the country. The 
expansion in bank clearings is reflected in 
the following figures, showing the exchanges 
of the Pittsburgh Clearing House for the 
first nine months of the three 
dicated: 
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In February, 1810, the Bank of Pittsburgh was organized 
under “An Act relating to the Association of Individuals for the 
purpose of Banking,” passed in 1808. The Institution was 
operated as a private Bank until 1814, at which time a State 
Charter was secured. In 1899 it entered the National Banking 
System and, during its existence of One Hundred and Eight years, 
it has been widely known for its solidity and conservatism. Du 
ing its long career the Bank has successfully weathered every finan 
cial storm without loss or inconvenience to its depositors, and 
takes pleasure in offering its modern facilities to Merchants, Indi- 
viduals, Corporations and Banking Institutions. 
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banking service 


Fully equipped to handle transactions of 
any size 
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1918. 1917 1916, 
2 Ee ee cre ree $3.19,679,349 $234,332,715 $216,172,102 
Dh ee re 260,712,561 299,863,206 240,014,573 
rrr ee 300,679,712 351,712,737 268,506,664 
EN. iis bro rdpharemurr sews 396,350,008 326,673,126 289,194,297 
ee ene ere 517,844,504 343,623,670 274,750,173 
ER rte 567,825,681 364,112,676 299,865,473 
,. Se ee Cee eres 588,654,441 342,478,260 281,940,873 
August 554,960,754 329,881,136 257,803,271 


September... 


WED. kiccawaveservascawn 
The chartered institutions of Pittsburgh 
proper number 81, with total capital of 


$54,863,500, surplus and profits of $99,000,- 
000 and resources aggregating $870,000,000. 

The most significant event in the recent 
history of Pittsburgh has developed since 
the entrance of the United States in the 
war for democracy. This was the selection 
of this city as the site for the location ot 
what is intended to be the greatest arsenal 
in the world. The plant is located on Ne- 
ville Island at the head of the Ohio 
river and just below the junction of 
the Monongahela and Allegheny rivers. ‘The 
initial appropriation was for $50,000,000, and 
its construction was placed in the hands ot 


the engineers of the United Steel Corpora 


tion. The real estate was acquired and work 
immediately begun, and by this time next 
year it is expected that this arsenal will 
be turning out the largest ordnance ever 


produced anywhere. Its complete equip 
ment will require several times the original 
appropriation, and it is planned with the 
view to turning out well large 
guns for the army and navy. In magnitude 
and capacity it will far surpass the famous 
Krupp Works in Germany, and while it is 
the hope of all civilized nations that th 
outcome of peace will forever make impos 
sible a recurrence the wastes of war 
it the intention the United States to 
place itself in such position that its very 
preparedness will act as a restraint upon 
any who might attack us or the principles 
we stand for; but if a conflagration should 
break out, jeopardizing our political or ma 
terial interests, we shall have the means 
for instantly extinguishing it. 

The location of this great plant here is 
significant because it recognition of 
the natural and acquired advantages of the 
Pittsburgh district in the matter of raw 
materials and transportation facilities. It 
will mean, eventually, the further improve- 
ment of Ohio river navigation, which will 
facilitate shipments, not alone of the Gov- 
ernment’s plant, but of the enormous volume 
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516,004,384 


$3,993,413,397 
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3003,216 


$2,453,349,740 


306,649,653 272 


$2,989,290,150 


ot products of mills and factories devotec 
to the activities of peace. It will eventuall) 
give more extensive water transportation 
from this district direct to the South and 


Southwest and through the Gulf to the Cen 
tral and South American countries. 
Pittsburgh, while contributing 
to the material resources of the nation, has 
not neglected the activities which contribute 
to the culture of the nation. In addition 
to its 135 public school buildings, represent 
ing an investment of $20,000,000, it support 
forty-seven private schools, colleges and uni 


} 
sO much 


versities, the latter embracing a_ technical 
school which before the war attracted stu 
dents from all over the world, and a ret 
erence library hich is a mine of wealth 
for savants in all professions 

Out of its abundance the city has con 


tributed liberally for the prosecution of the 


war. Its quota of the First Liberty Loan 
was $59,000.000 and it subscribed $84,000,001 
lo the Second Liberty Loan it was asked 
to give $85,000,000 and it poured $146,000, 
GOO into the Federal ‘Treasury. For the 
Third Loan its quota was $81,000,000 and 
it furnished $95,000,000, It is now engaged 
in subscribing $163,000,000, its quota for the 
Fourth Loan Its aggregate for the four 


war loans will therefore approximate S500, 
This is it not 
represent contributions ot 
district, for reason that much of 
means which produced from its in 
activities is credited to other cities 
located the financial headquat 
corporations which play th 
the district's 


sum, large is. does 
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GVO.C00 
fully 
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dustrial 
wherein 
ters of 


actual 


are 
the 
largest part in developing 
vreatness 

In its evolution Pittsburgh has developed 
from the Smoky City to the Tonnage City, 
ind as a result of international war require 
ments it has been rechristened “The Armory 
of the Nation,” meanwhile maintaining its 
prestige banking center with resources 


asa 


exceeding those of a half-secore or more 


states combined. 
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First National Bank 


at Pittsburgh, Pennsylvania 








The facilities of the First National 
Bank at Pittsburgh, Pennsylvania, 
cover the entire Globe, as well as the 
district immediately surrounding the 
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i Seat eRo PRED We issue Foreign Drafts, Travelers’ 
mee Akon: ’ . 
i 1 2 Sura cocnenys | Cheques, Travelers’ Letters of Credit, 
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Financing Imports and Exports, For- 
eign Money Orders, and Make Remit- 
tances by Mail or Cable to all Parts of 
the World. Bills of Exchange and 
Foreign Money Bought and Sold Upon 
the Most Satisfactory Terms. 


We cordially solicit your inquiries for rates 


Capital - - . - ~ $4,000,000.00 
Surplus - - - - 1,000,000.00 
Undivided Profits” - . . 519,710.08 
Resources - - - - 36,265,784.56 


OFFICERS 
LAWRENCE FE. SANDS, President W. J. FRANK, Manager Foreign De 
FRANK F. BROOKS, Vice-President ponlguaaee 


CLYDE C. TAYLOR, Cashier 
OSCAR WILSON, Assistant Cashier 
Ss. B. THOMPSON, JR., Asst. Cashier Foreign Department 


Foreign Department 
























J. PAUL FORD, Assistant Manager 
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P. W. DAHINDEN, Assistant Manager =: 
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_ THE FIFTH-THIRD 
NATIONAL BANK 
OF CINCINNATI 




















RESOURCES 
Over $46,000,000 





CAPITAL and SURPLUS 
$4,500,000 





Our Policy 


is to be conserva- 


Our Service | 


has been developed 


tive, yet progress- 
ive; to grant terms 
consistent with 
sound banking 
principles; to keep 
our facilities and 
organization up-to- 
date for the conduct 


and perfected 
through more than 
half a century of 
banking. <An_inti- 
mate knowledge of 
the requirements of 
banks and the per- 
sonal attention 
from specially 
qualified officers en- 


ables us to accom- 
modate customers 
at all times in every 
reasonable way. 


of all branches of 


foreign and domes- “= 
tic banking. 








CHARLES A. HINSCH, President 


" EDW. A. SEITER, Vice-President 

oy wee MONTE J. GOBLE, Cashier 
lain, CHARLES T. PERIN, Asst. Cashier 
< FIFTH -THIRD CHAS. H. SHIELDS, Asst. Cashier 


; L. E. VAN AUSDOL, Asst. Cashier 
FRED’K J. MAYER, Asst. Cashier 
SAM. McFARLAND, Asst Cashier 
EDW. A. VOSMER, Asst. Cashier 
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Area, about seventy-two square miles, immediately sur- 
rounded by other cities in Ohio and Kentucky, making 
: one community with a population of 630,000. Popu- 
ce j lation of Cincinnati corporation alone, 410,000— 
FE { seventy-nine per cent being native-born whites. 
oped = : Number of manufacturing establishments, 2,629. 
le Near center of population in United States. 
. ‘of Gateway to the South, and natural distributing point 
inti- to North, South, East and West. 
e of Terminal of 17 railroads. 
ts of Seventy-five per cent of the people of the United States 
per- live within 600 miles; thirty-three per cent within 400 
ion miles. In this district is a great agricultural, mining and 
ly manufacturing population. 13.1 per cent of the manu- 
S en- facturing of the United States is done in Cincinnati's 
‘com- nearest market territory, Ohio, West Virginia, Kentucky, 
mers | Tennessee, and Indiana. On account of central location 
“very and favorable freight rates, for a country-wide distribu- 


tion the cost of freight on output is less than for any 
other city. 

Remarkably low cost of fuel and power. Coal by both 
rail and river (no shortage) from Pennsylvania, West 
Virginia and Eastern Kentucky fields—the best in the 
country as proved by government tests. Practically 
unlimited supply, great variety, bituminous and semi- 
bituminous. Steam coal delivered under normal condi- 
tions for $1.60 to $2.00 per ton up. 
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Preparations Cincinnati is 


By Cuas. 


INCINNATI is looked upon as_ the 
Gateway to the South, and as such is 
an important railroad center, and Gov- 
ernment Engineers are now engaged in de- 
veloping plans which will add very mate- 
rially to our importance in this respect. 
‘Lhese engineers have stated that of all 
the projects presented to them for consid- 
eration the canalization of the Ohio River 
is the most deserving and gives the greatest 
promise as an inland waterway; at the same 
time suggesting that Congress make the 
necessary appropriation at an early date 





CHAS. A. HINSCH 


which will insure the locking and damming 
of the Ohio from Pittsburgh to Cairo. 

All of the raw materials, coal, iron and 
wood are readily available to Cincinnati 
by rail and water, Cincinnati is essentially 
a manufacturing city and is probably en 
gaged in making a larger diversity of prod- 
ucts than any other city of its size in the 
country. It is a leader in the manutacture 
of machine tools and our products in this 
connection are known throughout the world. 

The Cincinnati Chumber of Commerce has 
for years impressed upon our people the ne- 
cessity of developing our foreign trade. In 
recognition of our interest in this subject 
the National Foreign ‘Trade Council re- 
cently held its Fifth Annual Convention in 
our city, and Cincinnati is one of the fifteen 
leading cities of the United States selected 
for the establishing of courses of training 











MAGAZINE 





Making for Foreign Trade 
A. Hinscu 


in the handling and development of foreign 
trade, especially in view of the increase in 
this class of commerce which is certain to 
come at the close of the war. 


ACTIVITIES OF THE BANK 


The banks of Cincinnati have for years 
recognized the desirability of establish'ng 
trade relations with foreign countries, and 
most of the banks in this city are equipped 
with foreign departments prepared to buy 
and sell foreign exchange and to make ad- 
vances in connection with the import or ex- 
port of merchandise. 

Furthermore, a number of them are close- 
ly identified as stockholders in banks espe- 
cially organized to promote foreign trade. 
Banks in this city are anticipating a large 
expansion of foreign trade in this country 
with the advent of peace and are prepared 
to utilize to the fullest extent the facilities 
provided by the Federal Reserve Act per- 
taining to bank acceptances. 

Cincinnati has been given a magnificent 
opportunity to assist the disabled soldier 
in re-entering civil life with his head up, as 





t producer and «a still useful citizen. This 
city has been made headquarters of one ot 
the seven districts formed by the Federal 


Board of Vocational Education. Our ad- 
mirable facilities for education along special- 
ized lines will enable us to do splendid work 
unong the men who return from battle, un 
necessarily fearful that their day of indus 
trial activity is over. 

The policy of the Federal Board will be 
to get the soldier out of uniform and back 
into civil life as soon as possible. He will 
shed his trappings and military discipline 
it the earliest moment. And when the help 
ing hand is stretched out to him, when he 
is given necessary vocational training, and 
a job is found for him, the disabled soldier 
is going to feel that, contrary to a false 


tradition, republics are grateful. . 
We have led th» world in the develop- ) 
ment of labor-saving machinery which re 


sulted in production largely in excess of 
the domestic demand, and our lack of for- 
eign markets for the sale o1 our products 
led to an industrial depression. 

The breaking out of the world war stimu- 
lated a demand for our products that has 
been highly beneficial to the entire country. 
Many of us have for years advocated the 
creation of a merchant marine: 

First—As an auxiliary for our battleships 
in the event of war; 

Second—To promote our foreign trade. 

We have been hampered for years by the 
necessity of delivering our products in for- 
eign bottoms, thus entailing not only high 
cost of transportation, but also a delay in 
delivery. 
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THE PEOPLES 
STATE BANK 


Member Federal Reserve Bank 


With nineteen branches in the city of Detroit, this bank 


| | 


4 \} is in the closest possible touch with the financial pulse of 
ie om % /9 its territory, and is able to render a correspondingly efh- 





cient service. 


Resources over $80,000,000 


OFFICERS 
JAMES T. KEENA, President 
JOHN W. STALEY, Vice-President CHARLES H. AYERS, Asst. Cashier 
F. A. SCHULTE, Vice-President ENOCH SMITH, Asst. Cashier 
JOHN R. BODDE, Vice-President A. H. MOODY, Asst. Cashier 
H. P. BORGMAN, Vice-President D. E. LEUTY, Asst. Cashier 
R. W. SMYLIE, Vice-President WILLIAM BRAASCH, Asst. Cashier 
AUSTIN E. WING, Asst. to President CARROLL H. LAWSON, Bond Officer 
R. T. CUDMORE, Cashier GEORGE T. COURTNEY, Auditor 
DIRECTORS 
RUSSELL A. ALGER FRANK J. HECKER W. HOWIE MUIR 
GEORGE H. BARBOUR FRED W. HODGES T. H. NEWBERRY 
W. T. BARBOUR J. C. HUTCHINS HENRY RUSSEL 
JOHN R. BODDE JAMES T. KEENA HUGO SCHERER 
H. P. BORGMAN H. B. LEDYARD F. A. SCHULTE 
H. My CAMPBELL JAMES T. McMILLAN ANGUS SMITH 
. COLBURN R. S. MASON R. W. SMYLIE 
‘ x DuCHARME FRED T. MORAN JOHN W. STALEY 
pte dep DWYER M. J. MURPHY HOMER WARREN 


DETROIT, MICHIGAN 
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Population 
Assessed valuation of prop- 

erty $1,174,517,700 
Banking resources 405,133,000 
Bank clearings, 1917 2,749,173,375 
Exports 276,190,292 
Imports ... 54,569,014 


DETROIT has thirty different classes of 
manufacturing concerns with an annual pro- 
duction of over $1,000,000 each, and forty 


concerns employing over 1,000 each. 


DETROIT leads all other cities in the pro- 
duction of automobiles, stoves, varnish, paints, 
adding machines, pharmaceutical supplies, 
chairs, overalls and pins. The value of auto- 
mobiles manufactured in a single year alone 


was over $300,000,000. 


DETROIT is a city where the workers are 
intelligent, happy and prosperous—a_ city 
“where life is worth living.” 
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Hirst’OLD DETROIT 
NATIONAL BANK 


Memler Federal Reserve Bank 


For well over half a century this institution has been closely 


identified with the progress of Detroit and the mid-lake region. 


Today, as Michigan’s largest commercial bank, it occupies 


perhaps the most dominant position in its history. 


Capital and Surplus, $7,500,000 


OFFICERS 
te Ns ce: cmdindnnande dmbwieedewoeNanccae President 
Ns ee dn a ona elena sdonsueakckameudecee Vice-President 
oo Oe ree meee Vice-President 
og A ee reer eee Vice-President 
Wey, MIEN 5 on oncedindcecncnevcacseseees Vice-President 
NG I ox gains wow Adie dae aa dnobeamaenae Vice-President 
WALTER G. NICHOLSON............... Vice-President and Cashier 
TEs is EEE iio otcnedenaseedisece cause Assistant Cashier 
Sn et aids wank aawces <san ¥eaenues ota Assistant Cashier 
ics ined ciedeaceaeeeeees oe heencea Assistant Cashier 
ES iy EE ice ccccpecsnd sg odencenedewend Assistant Cashier 
EE is I ccc ncdiseserecowscvwseneed Assistant Cashier 
I, We PE acrderinw se denedde swentawucmae Assistant Cashier 
ae I a ge t'p widiak ed oeeaardews sae Assistant Cashier 
a eee eee Assistant Cashier 
Rie: a I decd ptao's Ga w ouemnnar een geee Manager Foreign Exchange 

DIRECTORS 


J. Burgess Book 
Lawrence D. Buhl 
Roy D. Chapin 
Emory W. Clark 
James Craig, Jr. 
Stanford T. Crapo 
Joseph J. Crowley 
James E. Davidson 
Clinton G. Edgar 


J. H. Emmert 
Merton E. Farr 

J. S&S. Farrand, Jr. 
James H. Flinn 
Dexter M. Ferry, Jr. 
J. B. Ford 

Ralph Gilchrist 
Wm. J. Gray 

Lewis H. Jones 


Gilbert W. Lee 
Eugene W. Lewis 
Philip H. McMillan 
Thomas Neal 

W. C. Rands 

E. D. Stair 

Joseph B. Schlotman 
Frederic B. Stevens 
Elliott G. Stevenson 
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THE BANKERS MAGAZINE 


The United States Shipping Board is 
engaged in the construction of a magnificent 
merchant marine, and it is said that at the 
end of the war it will equal that of Great 
Britain, or about 25,000,000 tons. If we are 
to furnish employment for this splendid 
fleet, we must give consideration to foreign 
trade, and our merchants and manufacturers 
must begin to think in terms of ships and 
foreign trade, so that we will be in a posi- 
tion to furnish these ships with the cargoes 
that they must have, if we hope to win a 
full share of the world’s trade. 

The passage of the Federal Reserve Act 
has given encouragement to the establish- 
ment in this country of an open discount 
market, and the use of bank acceptances 
and trade acceptances has been well estab- 
lished. England for years has enjoyed an 
open discount market which has attracted 
the idle funds of the world, and London 
has thus become the financial center of the 
world. 

At the end of the war the facilities made 
available by the Federal Reserve Act will 
be of great benefit in promoting our trade 
with foreign countries, especially with Cen- 
tral and South America; and in this connec- 
tion the passage of the Webb-Pomerene 
Bill, permitting combinations in connection 
with foreign trade, will enable us to com- 
pete on equal terms with England, France 
and Germany. In each of these countries 
the Government has for years coéperated 
with the merchants and manufacturers, and 
in this way they have been able to present 
a united front in their efforts to secure a 
share of the world’s trade. 

Attention has been called to the fact that 
the purchasing power of the American dollar 
in many foreign markets ranges from twenty 
per cent. to twenty-five per cent. discount, 
and the suggestion has been made that the 
Federal Reserve Board should at this time 
establish branches of the Federal Reserve 
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Banks pursuant to the authority conferred 
upon them by the Federal Reserve Act. The 
Federal Reserve Board, however, does not 
regard this a propitious time for the estab- 
lishment of Federal Reserve Banks, but 
these branches will in all probability be es- 
tablished at the conclusion of the war when 
conditions are restored to a more normal 
basis. 

Attention is called to the fact that Sec- 
retary of the Treasury McAdoo has asked 
Congress for power to establish credits in 
foreign countries to aid in stabilizing ex- 
change rates. 

The Federal Reserve Act authorizes mem- 
ber banks having a capital of $1,000,000 or 
more to establish branches in foreign coun- 
tries, subject to the approval of the Federal 
Reserve Board. The law, however, was 
subsequently amended authorizing member 
banks to take stock in banks organized to 
promote foreign trade. Quite a number of 
institutions have been established pursuant 
to this amendment, and it is believed that 
they will be potent factors in building up 
our foreign trade and through this medium 
we can hope to secure credit information 
that will be invaluable. 

America is the richest nation upon the 
earth, and at the conclusion of the war we 
will probably find it necessary to shoulder 
the burden of the rehabilitation period. We 
must not falter in responding to this call 
of destiny. Opportunities will be presented 
for alleviating the distress of suffering hu- 
manity unparalleled in the world’s history. 

On the whole the outlook is encouraging 
for an extension of our foreign trade. We 
have emerged from our policy of isolation, 
and now that we have become a world 
power we must give consideration to the 
securing of a share of the world’s trade if 
we hope to retain our position as one of the 
leading nations of the earth. 


Detroit 


Epmunp D. FisHer 
Vice-President Bank of Detroit 


ETROIT, as a prominent factor in 
the great war movement for 
world sanity and permanent 
peace, is proud to be a city 

founded and developed by so many of the 
Allied nations. Settled under the French 
flag, twice under the banner of England, 
and finally floating the Stars and Stripes, 
now more than ever an emblem of unity, 
Detroit has a broad international spirit that 
is truly American. 

Its greatest industry has sent the automo- 
bile speeding to every corner of the earth; 
its aeroplanes now soaring over the battle 
front of many a European country are de- 


fending the cause of righteousness; its ves- 
sels are plowing the waters of many foreign 
seas, transporting the food and powder, the 
shot and the shell to supply the Allied 
armies. 

Since the far distant 1610, when the 
French first sailed through the silver and 
turquoise river that majestically flows be- 
tween the United States and the Dominion 
of Canada, the representatives of most every 
nation of Europe have settled in Detroit, 
been factors in its development, and formed 
that composite of character, energy and pro- 
gressiveness which is characteristic of the 
American people. 














, UNION COMMERCE 
: National. Bank 


OF CLEVELAND 





Capital 
$4,000,000 
Surplus and Profits 
$3,308,246 


Total Resources 
$72,775,103 





These items indicate the financial strength 
of this bank and its ability to meet the require- 
ments of large business transactions. 

In the departments of the bank and its ofh- 
cial organization are supplied all the essentials 
of complete banking service. 

Letters of credit and acceptances offer to 
our customers excellent facilities for foreign as 
well as domestic trade. 


** Expeditious Service now— 
Long Experience taught Us How ”’ 


Officers 
WARREN S. HAYDEN ... . .. .._ . Chairman 
GEORGE A. COULTON . . . . . . . President 
GEORGE S. RUSSELL .. . . . _ Vice-President 
WILLIAM E. WARD .. . . . . Vice-President 
ELMER E. CRESWELL . . . . . _ Vice-President 
WILLIAM C. CAINE . . . . . . Vice-President 
WALTER C.SAUNDERS. .... . . Cashier 
“eeeeee ER ck ll Assistant Cashier 
Se a lr lhl lO Assistant Cashier 
FRANK A. WHITE ..... Assistant Cashier 
Peer We. tll Assistant Cashier 
GEORGE © HALL .. «1 se Assistant Cashier 


EZRA W. BOURNE .... . Assistant Cashier 
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Population (Greater Cleveland) .......... 1,000,000 
Assessed valuation of property $1,198,713,560 
Banking resources 604,724,021 
Bank deposits (August, 1918) 510,192,270 
Exports (estimated) 50,000,000 
Imports (1917) 10,812,300 


CLEVELAND has two hundred and one different 
classes of industrial concerns with a total annual produc- 
tion of over $350,000,000. Forty of these concerns 
employ more than 1,000. 


CLEVELAND leads all other cities in the production 
of stoves and furnaces, and is one of the great centers 
for the manufacture of automobiles and parts, iron and 
steel, paints, varnishes, foundry and machine shop prod- 
ucts, electrical machinery, apparatus and supplies, and 
women’s clothing. 


CUYAHOGA COUNTY has contributed to the suc- 
cessful conduct of the war $228,851,300 in liberty 
bonds, $8,250,000 in thrift stamps (cash sales to Octo- 
ber 2nd) and $16,596,000 in contributions to the Red 
Cross, Y. M. C. A., etc. 


CLEVELAND'S death rate for the first six months of 
1918 was 7.1 per thousand. 
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DIRECTORS 


W. M. ADDISON, 
Vice-President & Cashier. 

H. L. CABELL, 
of Branch, Cabell & Co., Bankers & 
Brokers. 

T. M. CARRINGTON, 
of Carrington & Co., Leaf Tobacconists. 

T. A. CARY, 

Capitalist. 

GEORGE L. CHRISTIAN, 
Attorney-at-Law. 

S. DABNEY CRENSHAW, 
Vice-President and Secretary Virginia- 
Carolina Chemical Co. 

CHARLES DAVENPORT, 

Capitalist. 

JOHN C. EASLEY, 

President R. B. Chaffin & Co., Real 
Estate. 

O. H. FUNSTEN, 
of Elam & Funsten, Real Estate. 

W. M. HABLISTON, 

President Old Dominion Trust Co. 

GEO. A. HOLDERNESS, 

President Farmers Banking & Trust 
Co., Tarboro, N. C. 

EPPA HUNTON, Jr., 
Attorney-at-Law. 

JOHN M. MILLER, Jr., 

President. 
FREDERICK E. NOLTING, 
Belgian Consul, Banker. 

WILLIAM T. REED, 

President Larus & Bro. Co., 

Tobacconists. 

t. A. SAUNDERS, Jr., 

President E. A. Saunders’ Sens’ Co. 

Wholesale Grocers. 

. SITTERDING, 

Vice-President 

Power Co. 

. STERN, 

President Stern & Co., Inc., Wholesale 

Boots and Shoes. 

W. TRAVERS, 

Treasurer Virginia-Carolina 

Co. 

JAMES G. TINSLEY, 
Capitalist, 

B. RAND WELLFORD, 
\ttorney-at-Law. 

THOMAS S. WHEELWRIGHT, 
President Virginia Railway and Power 
Co. 

F. D. WILLIAMS, 
of F. D. Williams & Co., Tobacconists 

T. C. WILLIAMS, Jr., 

Capitalist. 

JOHN T. WILSON, 

President John T. Wilson Co., Inc., 
General Contractors, 

HENRY W. WOOD, 
of T. W. Wood & Sons, Wholesale 
Seedsmen and Merchants. 

COLEMAN WORTHAM, 
of Davenport & Co., Insurance, Bankers 
and Brokers. 

JOHN G. WALKER, 

President of Life Ins. Co. of Va. 


= 


| 


Virginia Railway anc 


— 


Chemical 


FIRST 
NATIONAL 


BANK 
RYO ETCONDD 
VIRGINIA 





A strong, live, progressive 
institution, offering a ser- 
vice which meets every 
legitimate requirement 


Capital, . $2,000,000.00 
Surplus, . $1,000,000.00 
Resources, $30,000,000.00 


OFFICERS 
JOHN M. MILLER, Jr., 


President 
W. M. ADDISON, 
Vice-President 
CHAS. R. BURNETT, 
Vice-President 
FRANK F, FAGAN, 
Vice-President 
ALEX. F. RYLAND, 
ashier 
Assistant Cashiers 
JAS. M. BALL, Jr. 
W. P. SHELTON 
Oo. S. MORTON 
A. K. PARKER 
S. E. BATES, Jr. 
J. E. TYLER, Je. 
JNO. S. HAW, Auditor 


FIRST NATIONAL BANK 


Richmond, Virginia 
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Richmond has a population of 155,000 and 
191,000 within its metropolitan district. 
Location: On the edge of the great truck- 
gardening section; two hours from Hampton 
Roads, one of the world’s great harbors; 
54,000,000 people within radius of 600 miles. 
Industrial: Richmond has cheap and abun- 
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dant raw materials, and fuel and power at low 
cost; $36,387,460 invested in manufacturing 


enterprises, whose annual products have a sell- : 
ing value of over $100,000,000; forty persons 3 
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cut of every one hundred of the population en- 
gaged in manufacturing and mechanical affairs. 
Financial: Richmond is the seat of the Fed- 
eral Reserve Bank for the Fifth District; a na- 
tional reserve city. Richmond banks have 
combined resources of $+30,000,000, a com- 
bined capital and surplus of $19,286,054, and 
deposits of $83,000,000; the clearings for the 
first ten months of 1917 were $1,125,553,120, 
and for the same period in 1918 $1,898,605,- 
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AMERICAN 
NATIONAL BANK 


RICHMOND, VA. 


Capital and Surplus, $1,700,000 





SECURITY 


AND 


SERVICE 


are the qualities 
we offer for your 
consideration in 
choosing a de- 
positary. 





OFFICERS 
OLIVER J.-SANDS, President 


H. W. ROUNTREE 
Vice-President 


WALLER HOLLADAY 
Vice-President 


D. W. DURRETT 
Assistant Cashier 


Resources, $19,000,000 


We are in touch 
with the leading 
banking houses 
of the South and 
ofter you the ad- 
vantage of our 
valuable con- 
nections. 


WM. C. CAMP 


Vice-President 


O. BAYLOR HILL 


Cashier 


STAFFORD H. PARKER 
Assistant Cashier 
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San Francisco’s Golden Gate 


By Joun CLavsen, 


Vice-President The 


HE harbor of San Francisco, when it 

first met the enraptured gaze of 

Portola on the memorable first day 
of November in the year of 1769, pos- 
sessed more advantages than others less 
richly endowed by nature. Since then 
its golden portals have been open the 
year around, and its bay has sheltered 
some of the largest of the world’s vessels 
from the tempest of heavy seas and storms. 
Upon the greatest of the world’s oceans 
and with a foreign commerce inviting activi- 
ties to the seven seas, San Francisco can 
well boast that it not only is the gateway 
of the Far West but likewise the gateway 
to the Far East, and as Bret Harte well 
said “It is the warden of two continents.” 

Gazing out through the Golden Gate 
across the broad expanse of the Pacific, we 
look through the open door of China. What 
an inexhaustible market for our products! 

Then there is Japan, rapidly winning a 
place in the sun and becoming western in 
constitution and commercial relationships. 
The opportunities for trade expansion in 
that market are incalculable. 

The Philippines present a pleasing pic- 
ture. While ten years ago we furnished 
the islands only a little over twenty-six per 
cent. of their imports, we now supply them 
fifty per cent. and it is very apparent that 
this figure could be materially increased if 
more adequate transportation facilities were 
available. 

A warm welcome also awaits American 
representation and American made goods in 
all Australasian markets. 

To the south there are the republics of 
Latin America, with enormous trade po- 
tentialities. Just how great this trade may 
become under’ systematic development, 
proper attention and encouragement can 
hardly be overestimated. 

With such advantages San Francisco will 
surely not be so blind as to let go by the 
opportunity to increase her foreign trade. 


TRANSPORTATION FACILITIES AND INTERNA- 
TIONAL BANKING CONNECTIONS 


The war has made our people appreciate 
more than ever before that the United 
States cannot claim or hold commercial su- 
premacy if we are inefficient on the seas. 
Up to recent times this country has not 
owned deep-sea tonnage and has paid to 
steamship lines owned in other countries 
many millions of dollars annually, for the 
purpose of transporting American goods to 
foreign markets and bringing to our shores 
the products we needed—not only did they 
derive enormous profits therefrom, but inci- 
dentally routed the trend of the trade to 


Crocker National Bank of San Francisco 


flow into the channels most beneficial to 
their own interests. 

In order to take our place in the world’s 
trade, we need not only a well equipped 
merchant marine, but likewise an efficient 
American oversea banking system in caring 
for and more quickly promoting our busi- 
ness and financial interests with foreign 
countries. Our international relations can 


JOHN CLAUSEN 


Vice-President The Crocker National Bank of 
San Francisco 


not be successfully developed so long as it 
is necessary to operate through banking 
institutions of competing countries. We are 
all aware that there is an undoubted tend- 
ency on the part of our commercial element 
in an endeavor to enlarge the scope of func- 
tions performed by banks. It is possible 
that the conservatism natural and proper 
to bankers leads them to view such pro- 
gressiveness too critically, but just as the 
conception of a banker’s function has been 
vastly widened since the days of old, so 
the process will continue in the days that 
are to come. 

It is time that we depart from antiquated 
practices by adopting real activities along 











66 aw “Perhaps it is 
Service unfortunate that 


the English tongue 
has ho has no adequate 


synonym for the 


Synonym— word “Service.” 


“In recent years ‘‘Service’’ has 
appeared so often in print that the 
word has lost much of its force —its 
‘*punch,”’ as we say. 


‘ Whatever may be the limitations 
of our language, there is never-the- 
less no loss of force or ‘‘punch”’ in 
the actual doing of the thing, so far 
as the Commerce Banks are con- 
cerned. 


“EVERY BANKING SERVICE 
is our daily attainment. 


Southwest National Commerce Trust 


Bank of Commerce Company 
W. T. KEMPER, Chairman 
J. W. PERRY, Pres. W.S. McLUCAS, Pres. 


In the Commerce Bldg. Kansas City 
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WAR CONTRACTS— 
Persons Employed 


Products 


LIVE STOCK— 


Average monthly number 





live stock received 


Average monthly value $34,778,000 


BANKING— 
Total resources $352,392,000 
Average monthly clearings. 812,000,000 
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PHILIP S. WALTON, Vice-President 
FREDERICK T. CHILDS, Vice-President 








New England National Bank 


OF KANSAS CITY, MO. 


Established 1889 


CAPITAL AND SURPLUS 
$1,500,000.00 


DEPOSITS 
$20,000,000.00 


Officers 


JOHN F. DOWNING, President 


GEORGE G. MOORE, Cashier 
PROCTOR M. MASTERS, Ass't Cashier 

















new and improved lines. Everything that 
will add to the ability of this country to 
hold its rightful position in foreign trade 
should be encouraged and developed to the 
utmost of human endeavor. 

The suggestion has frequently been made 


& 


that the larger Pacific Coast banks combine 
in the organization of a Pan-Pacific bank, 
but no concerted action has been taken and 
with the enterprising East, therefore, rests 
the control of American banking interests 
in foreign countries. 


Portland, Oregon 


By Enear H. Senseniscu, 
Cashier Northwestern National Bank, Portland, Oregon 


get on Oregon, is enjoying the 
greatest prosperity in its history. Dur- 
ing the past two years the city’s indus- 
tries have developed by leaps and bounds and 
its payrolls have long since passed the fond- 
est hopes of but a few years ago. The prod- 
ucts of the forests, the farms and the streams 
in Portland’s territory have never before 
yielded such abundant returns. The whole- 
sale and retail trades report record busi- 
ness volumes. The city’s financial resources 
have grown steadily and rapidly during the 
past two decades, but their present rate of 
increase is unprecedented and a_ record 
growth will undoubtedly be made during 
the coming quarter. 
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DEVELOPMENT OF SHIPBUILDING 


The chief factor in the city’s present great 
industrial development is the shipbuilding 
industry. In the Portland district, twenty- 
two shipbuilding plants, five steel and sev- 
enteen wood, have been organized since 1916, 
and are now in full operation. At the time 
this is written (late September) these plants 
have launched 153 ships, 31 steel and 122 
wooden, with a total tonnage of 681,300. 
Ships on the ways and under contract num- 
ber more than a hundred. The contract 
price of ships built and those building or 
under contract exceeds $250,000,000. More 
than forty thousand employees are receiv- 
ing monthly wages in excess of $4,500,000 
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from these plants. Allied industries, ex- 
clusive of lumber manufacturing, which are 
developing on a large scale employ an ad- 
ditional four thousand to five thousand men 
with a monthly payroll approximating 
$500,000. 


LUMBER INDUSTRY PROSPERING 


Never before has there been so much 
activity in lumber manufacturing in this 
district as at present. ‘Twenty-five thou- 
sand is a conservative estimate of the num- 
ber of civilian employees engaged in the 
lumber mills and camps. In addition are 
the thousands who are connected with the 
Spruce Division of the American Army 
whose headquarters are located in this city. 

Portland is the greatest lumber manufac- 
turing center in the United States, and its 
importance in this industry will inevitably 
increase since it has adjacent to it the larg- 
est body of merchantable timber in the 
country. The exportation.:of lumber after 
the war will be a great factor.in insuring 
Portland a position among the leading ports 
of the world. 


GREAT VALUE OF AGRICULTURAL PRODUCTS 


Based on the acreage seeded, the States 
of Oregon, Washington and Idaho should 
have produced 75,000,000 bushels of: wheat, 
but owing to drouth and aphis, the crop 
shrunk about a third. High prices, how- 
ever, put a valuation on the crop of about 
$100,000,000, and make it the most valuable 
wheat crop ever produced in the three 
states. The oat crop is about fifty per cent. 
normal with a yield of about 13,500,000 
bushels valued at $11,000,000. The barley 
crop is about forty per cent. normal and 
valued at about $8,000,000. About thirty- 
five per cent. of the wheat crop will be 
ground into flour in the Portland district. 
In normal times about sixty per cent. of our 
wheat crop is exported either in the grain 
or in flour. Before the war, Portland was 
the greatest export point on the coast. and 
one of the largest in the United States. The 
importance of the city in the exportation of 
wheat will undoubtedly increase consider- 
ably following the close of the war when 
sufficient cargo space is again available and 
charter rates have dropped to nearer normal. 
The Columbia River Canyon in the Cas- 
cades is the only natural gateway to the in- 
land empire, the grain producing section of 
the Northwest. This gateway provides down- 
grade transportation facilities at lowest 
costs. Portland’s favorable location at the 
ocean end of the gateway—‘Freight rolls 
into Portland”—insures its preéminence as 
a Pacific Coast export point. 

Portland is the most important live stock 
center west of Omaha. The live stock in- 
dustry of the Pacific Northwest is of large 
and increasing importance. In the Colum- 
bia River territory, there are approximately 
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2,807,000 cattle, 7,211,000 sheep and 1,131,- 
000 swine with a total valuation of about 
$220,000,000. ‘The development of this in- 
dustry will be rapid and coincident with 
the development of range, irrigated areas, 
forage and fodder crops. The industry is 
largely financed through Portland. Four 
cattle loan companies alone located in this 
city have, since January 1 of this year, 
handled approximately $35,000,000 cattle 
paper. 

The Northwest produces 40 per cent. of 
the wool grown in the United States, and 
this city is the center of the great North- 
western industry. Portland is the only one 
of the five United States wool concentration 
points located west of St. Louis. Thus 
far this year about 16,000,000 pounds of 
wool valued at $8,000,000 have been handled 
by Portland Wool Warehouse Companies. 

The Columbia River Fish Industry, which - 
is largely financed through Portland, will 
yield upwards of $10,000,000 this vear. 
Fresh fruits and canned goods are also 
yielding handsome returns, a great part of 
which will be distributed through this city. 


PORTLAND'S BANKS 


The consolidated statement of Portland’s 
twenty-four banking institutions issued 
August 31 of this year showed a capital in- 
vestment of $14,174,000 or ten per cent. 
greater than that shown by any other North- 
western city. Combined deposits of the 
city’s banks on the same date were $107,- 
621,038.87. Combined deposits June 30, 
1917, were $91,692,230.73, and for June 30th, 
1910, were $66,580,836.65. These figures in- 
dicate a growth of over sixty per cent. in 
bank deposits in eight years. At present 
deposits are “jumping” faster than ever be- 
fore. 

No better evidence of Portland’s com- 
mercial and industrial activity and growth 
can be furnished than the city’s record of 
bank clearings. The clearings for the year 
1910 were $517,171,867.57; for 1917, $868,- 
530,223.07, a gain of sixty-seven per cent. in 
seven years. For the first eight months of 
1918 clearings totaled $758,801,368.03, a 
showing indicating clearings for the year 
1918 of considerably in excess of one bil- 
lion dollars. Clearings reported for the 
week ending September 23, 1918, were $32,- 
261,315.20, against $16,992,484.35 for the 
same week last year, a gain in one year 
of practically one hundred per cent. 

The city’s present remarkable industrial 
development is indisputable evidence of her 
potential power as a great commercial cen- 
ter. Her favorable location as a port and 
the vastness of the industries which center 
here and which will insure outgoing cargoes 
to a practically unlimited extent are a sufti- 
cient guaranty of the important position 
the city will take in the future develop- 
ment of our foreign traae. 





MINNEAPOLIS 


MINNESOTA 


FIRST AND SECURITY 
NATIONAL BANK 
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MINNEAPOLIS is the greatest primary wheat market 
and flour manufacturing center in the world—the city to 
which the war-stricken globe looks for its most important 
food. 

MINNEAPOLIS leads in the manufactuwe of farm 
implements, the vital war weapons of the home front. 
MINNEAPOLIS is the home of Dunwoody Institute, 
which became the country’s first great inland naval train- 
ing station where thousands of trained men for our navy 
have been turned out. 

MINNEAPOLIS citizens have made enviable records 
in war charity and war loans, every campaign returning 
heavy over-subscriptions. 

MINNEAPOLIS’ Junior Red Cross is the model for 


the nation. 


MINNEAPOLIS’ rapid fire Liberty Loan campaign 
organization also is a national model. 
MINNEAPOLIS’ great business organization, the Civic 
and Commerce Association, is devoting itself entirely to 
war work. 

MINNEAPOLIS, with its University of Minnesota 
student training corps, its naval training station and avia- 
tion flying school, is a war camp. 

MINNEAPOLIS is a healthy home city for every true 


American. 
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Omaha National Bank 


Omaha, Nebraska 


Established 1866 


Capital - - - $1,000,000.00 
Surplus—Earned - 1,000,000.00 
Total Resources - 30,000,000.00 


J. H. Millard, President 


Walter W. Head, Vice-President Ward M. Burgess, Vice-President 
B. A. Wilcox, Vice-President Frank Boyd, Vice-President 
Ezra Millard, Cashier O. T. Alvison, Assistant Cashier 
John A. Changstrom, Assistant Cashier Edw. Neale, Assistant Cashier 












































Our catalogue describes the very books that 
you need in your every-day business and 
shows you how you can examine these at 
OUR risk. Send for your copy today. 





Tue Banxers Pusuisnine Co. 


253 Broadway, New York, U.S. A. 
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$1,873,353,171 
$ 327,721,546 
$ 236,137,067 
7,565,830 
$ 191,718,000 

66,462,100 
$ 59,247,165 

7,737,047 


Bank clearings 
Factory output 


Wholesaling 


Live stock receipts (head) 


Value packed meats 
Grain receipts (bushels) ... 
Smelter output 

New buildings 


First in butter production 

First in lead ore production. 
Second live stock market. 

Third agricultural implement center. 
Fourth primary grain market. 


The center of the greatest foodstuff 
producing area of the world. 


The nearest large city to the geograph- 
ical center of the United States. 
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Banking and Commercial Law 





COMMENT AND REVIEW 





‘*Bad Check’? Law Adopted 
in New York 


NUMBER of the states now have 

on their statute books what is 

popularly known as the “bad 
check” law and on September Ist a 
statute of this character, enacted at the 
last legislative session, went into effect 
in the State of New York. The stat- 
utes, as they appear in the different 
states, differ considerably in their terms, 
but they all have the same object for 
existing and that is to simplify the 
prosecution of persons who make a 
habit of issuing checks with nothing in 
the bank to back them up. 

It may seem strange, but prior to 
the enactment of these statutes, persons 
who were actually guilty of raising 
money by the use of fraudulent bank 
checks, frequently went unpunished be- 
cause of the fact that the common law 
rules and the statutes punishing 
homogeneous offenses were not adapt- 
able to this peculiar method of acquir- 
ing funds. Apart from a statute cov- 
ering the situation, it was necessary to 
indict the fradulent check floated for 
some such crime as swindling, larceny 
or obtaining goods under false pre- 
tenses. Among other things, in order 
to secure a conviction, it was usually 
necessary to establish a “pretense” on 
the part of the person charged. And 
there was a hard and fast rule to the 
effect that the pretense must be a rep- 
resentation as to an existing fact or past 
event; a representation as to something 
to take place in the future would not 
suffice. As it often happened that the 
best the district attorney could do was 
to show a representation that there 
would be funds at the bank when the 
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check was presented, more than a few 
guilty ones got off scot-free. 

A Texas decision, Martin v. State, 35 
S. W. Rep. 976, illustrates this very 
well. Martin, the defendant, delivered 
to a person by the name of Dunmore 
a check for $178, signed in the name of 
the firm of Martin & Siler, in payment 
for twenty head of cattle. Martin as- 
sured the payee that he would have no 
trouble in getting his money. The 
check came back because there was no 
money in the drawee bank with which 
to pay it and Martin was apprehended 
and put on trial on a charge of 
swindling. But it was necessary to dis- 
charge him because the prosecution was 
unable to show that he had made a pre- 
tense as to an existing fact or a past 
event. 

The following is quoted from the 
opinion written by the court: 


The representation here: made, as it ap- 
pears, was not to an existing fact, but re- 
lated to a future event and was in the na- 
ture of a representation or promise that 
the payee would have no trouble in obtain- 
ing the money on the check. No doubt Dun- 
more understood by the suggestion that the 
defendant had money in said bank or was 
authorized to draw against it; and doubtless 
the appellant (Martin) intended that he 
should so understand him. The indictment, 
however, contains no allegations to this ef- 
fect and no innuendoes conveying this 
meaning, the sole averment being as stated 
above. In our opinion, before a defendant 
can be convicted of swindling, there must 
be a distinct and certain representation of 
an existing fact and the indictment must 
show such certain and distinct representation 
of the fact, either past or present. * * * 
The bare statement of the appellant, in con- 
nection with the delivery of the check to 
Dunmore, that he would have no trouble in 
getting his money, was not, in our view, 
equivalent to representing that he then had 
money in said bank, or that he was author- 
ized to draw against it. 
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The enactment of a statute, express- 
ly making it a crime to issue a worth- 
less check, does away with the previ- 
ously existing uncertainties of the law 
and makes it possible to convict where 
conviction is merited. 

The New York law adds a new sec- 
tion to the penal code, which reads as 
follows: 


§1292a. Obtaining money by fraudulent 
check, draft or order; how punished?—Any 
person who, with intent to defraud, shall 
make or draw or utter or deliver any check, 
draft or order for the payment of money 
upon any bank or other depositary, knowing 
at the time of such making, drawing, utter- 
ing or delivering that the maker or drawer 
has not sufficient funds in or credit with 
such bank or other depositary for the pay- 
ment of such check, although no express 
representation is made in reference thereto, 
shall be guilty of attempted larceny, and if 
money or property is obtained from another 
thereby is guilty of larceny and punishable 
accordingly. 

In any prosecution under this section as 
against the maker or drawer thereof, the 
making, drawing, uttering or delivering of 
a check, draft or order, payment of which 
is refused by the drawer because of lack of 
funds or credit, shall be prima facie evi- 
dence of intent of defraud and knowledge 
of insufficient funds in or credit with such 
bank or other depositary, unless such maker 
or drawer shall have paid the drawee there- 
of the amount due thereon, together with 
interest and protest fees, within ten days 
after receiving notice that such check, draft 
or order has not been paid by the drawee. 

The word “credit,” as used herein, shall 
be construed to mean an arrangement or 
understanding with the bank or depositary 
a the payment of such check, draft or 
order. 





Replies to Law and Banking 
Questions 


Questions in Banking Law—submitted by sub- 
scribers—which may be of sufficient general 
interest to warrant publication will be answered 
in this department. 





Form of Indorsement 


Arkansas, October 19, 1918. 
Nditor, Bankers Macazine. 


Sir:—I would inquire concerning the fol- 
‘OWING: 
A check made payable to Mrs. J. J. Jones 


661 


for the amount of $100 by the Western 
Union. This instrument was endorsed as 
follows: J. J. Jones. Was such an endorse- 
ment complete? 

I would ask again, is the prefix Mrs. or 
Miss or Mr. necessary for a legal endorse- 
ment? SvuBSCRIBER. 


Answer: As a matter of banking 
practice the indorsement of the payee 
of a check, or other instrument, should 
correspond strictly to the form in which 
the indorser’s name appears in the body 
of the instrument. A bank is justified 
in insisting upon an indorsement made 
in that manner. Whether the prefix 
“Mrs.,” “Miss,” or “Mr.” should be 
included in or omitted from the indorse- 
ment depends on whether it appears or 
does not appear as part of the payee’s 
name. 

Considered as a question of law, how- 
ever, the sufficiency of an indorsement 
hinges upon the intention of the in- 
dorser, rather than upon the form of 
the indorsement. The object of an in- 
dorsement is, of course, to transfer 
title to the instrument indorsed. If 
the payee of the instrument writes his 
name on the back of it with intent to 
transfer title, his object will not be de- 
feated merely because his indorsement 
does not correspond letter for letter 
with the form in which his name is writ- 
ten on the face of the instrument. And 
a discrepancy of this character will not 
prevent the indorsee from enforcing his 
rights in the instrument. 

In the case of Cooper v. Bailey, 52 
Me. 230, there was involved a prom- 
issory note payable “to the order of A. 
J. Lynn and W. Perkins.” With the 
consent and approval of Perkins, Lynn 
indorsed the note “Lynn & Perkins.” 
It appeared that there was no firm 
known as Lynn & Perkins. Neverthe- 
less it was held that the indorsement 
was sufficient. 

In another case, Brown v. Butchers’ 
etc. Bank, 6 Hill (N. Y.) 443, it was 
held that, where a person placed on 
the back of a bill of exchange the fig- 
ures “1, 2, 8,” with the intent that they 
should bind him as indorser, there was 
a valid indorsement, even though it ap- 
peared that the indorser was able to 
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write. The decision does not explain 
the object of the indorser in indorsing 
in this manner. This is an extreme 
case, but it indicates very clearly that 
the form of an indorsement is not im- 
portant in determining its legal suffi- 
ciency. 

In Corpus Juris, Vol. 8, p. 352, the 
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following statement, concerning the 
form of an indorsement, is made: 


There is no absolute rule as to what form 
of signature is necessary to bind one as in- 
dorser. He may become bound by any mark 
or designation, which he thinks proper to 
adopt, provided it is used as a substitute 
for his name and he intends to bind him- 
self thereby. 


Netherland Indian Government Intelli- 
gence Office and Exhibition in 
New York 





HE success of the Netherland Indian 

Exhibition at the Panama Exposition at 
San Francisco was so great that it demon- 
strated how the distribution of the products 
of Java, Sumatra, the Moluccas and the 
other Dutch East Indian Islands did not 
cover all possible outlets; and as since the 
beginning of this century important exten- 
sion of cultivation had taken place, there 
was every reason to bring the colonial prod- 
uce more to the front in relatively new 
fields. Consequently the budget of 1917 con- 
tained an appropriation for the establish- 
ment of sample rooms in foreign countries. 
In pursuance of this authority the Nether- 
land Indian Government Intelligence Office 
and Produce Sample Room has been opened 
at 11 South William street, New York, in 
charge of J. H. Muurling. A sample room 
furnishes information about the qualities 
and the kinds of products obtainable. Such 
displays lead to an extension of the sphere 
of action and that the manager is often 
consulted on matters of large importance 
so that the name of intelligence office is 
more appropriate. Visitors have made en- 
quiries about banking customs in Batavia; 
about mining possibilities; about the yield 
of plantations; the expanse of the cocoanut 
oil industry, ete. A variety of questions 
only to be answered by a man with local 
knowledge and provided with up-to-date 
statistics and handbooks. 

To a certain extent the Dutch East In- 
dies were not unknown among the Far East- 
ern import merchants. Coffee and pepper, 
cassia and rattans had always found a ready 
and appreciative market in New York, while 
the manufacturers of quinine were depend- 
ent on Java for their supply of cinchona 
bark. 

The tea trade was via Europe until two 


years ago a Java expert introduced this 
brand here directly with the blenders and 
jobbers. Rubber has now become a leading 
line, perhaps to a great extent as the result 
of the investment of the United States Rub- 
ber Company in the Holland-America Plan- 
tation Co., with a capital of $6,000,000, op- 
erating the most extensive plantations on 
the east coast of Sumatra, yielding already 
4,000,000 pounds in 1916, over six millions 
last year, with the expectation of a still 
larger harvest when all the rubber trees are 
fullgrown. 


IMPORTANCE OF COMMERCIAL RELATIONS BE- 
TWEEN THE UNITED STATES AND THE 
DUTCH EAST INDIES 


The importance of the Dutch East In- 
dies for the United States is well demon- 
strated by the fact that a leading New 
York bank has recently opened two 
branches in Java and that the Rockefeller 
group has acquired concessions for drilling 
oil wells. A leading coffee firm has had a 
branch at Batavia for thirty years, while a 
tea jobber has opened a purchasing agency 
at Batavia since the European war began. 
Java produces nearly 100 million pounds of 
tea, for which the shipping stringency does 
not provide a sufficient outlet. Sumatra 
has only lately proven successful in this line 
and if all the plans of 1913 are carried out 
the full production will amount to over 
45,000,000 pounds per year by 1921. 

These figures are inspiring for peace 
times and prove the immense possibilities 
of those “Pearls of the Orient.” The rubber 
boom of 1906 brought much London capital 
to those islands, always open for any for- 
eign investments. Notwithstanding the huge 
export stocks and the difficulties in buying 
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import goods, the Islands piled up their for- 
eign trade in 1916 to figures larger than 
those of Brazil. The growth of exports 
was as shown: 1905, $117,000,000; 1911, 
$188,000,000; 1914, $255,000,000, in which the 
United States shared directly with merely 
$1,700,000, $3,200,000 and $2,771,000 for the 
respective years. 

In the line of sugar there is now a defi- 
nite overproduction, and because this article 
can not be stored for a long time in a 
tropical climate prices are below the operat- 
ing figures. Of tobacco more than $70,000,- 
000 is piled up awaiting peace or a reduc- 
tion of prohibitive import tariffs from other 
nations. 

Tin mining in the Islands is over seventy 
years old. The “Banta” brand enjoys now 
a high reputation in Government circles for 
its purity. 

The policy of the Dutch towards the na- 
tives is well described by an ex-Senator 
from Australia: “They have not only shown 
great ability in economic development, but 
great ability and humanity in governing na- 
tive and subject races. The first and high- 
est aim of the people of Holland has been 
to uplift and benefit the millions of natives 
under their charge and control. They have 
always been prepared to sacrifice revenue 
and material interests for the true welfare 
of the natives. They have confirmed the 
natives in the perpetual possession of the 
richest and best lands of Java. The taxa- 
tion is not burdensome and large sums of 
money have been spent in the creation of 
native hospitals, Pasteur and vaccine in- 
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stitutes, to prevent the spread of infectious 
and contagious diseases; in the training of 
native doctors, and in the erection of thou- 
sands of schools for the scholastic and tech- 
nical education of the native races. 

“No greater eulogy can be paid to the 
rule of Holland in Java than the simple 
statement that when they first assumed 
control the native population was about 
four millions—desolated by internecine 
strife and impoverished by the rapacious 
rule of sultans and rajahs; to-day Java con- 
tains thirty millions of prosperous and con- 
tented natives. I believe in the whole an- 
nals of tropical government it would be dif- 
ficult to discover an achievement more 
worthy of praise and emulation.” 

Dr. Watson, Chief of the Board of 
Health of Singapore, predicted that Suma- 
tra at the end of this century would be 
the most prosperous island to be found in 
the tropics. 

The Government combats the opium evil; 
it has organized rice banks to assist the 
native to be an independent farmer; it op- 
erates local financial credit banks and 
provincial banks if necesary with subsidies, 
but not sharing in the profits. It operates 
pawnshops to keep the native out of the 
hands of usurers, the cancer of the tropics. 
And it tries to teach home rule by the 
organization of municipalities and district 
councils. Under these conditions it is not 
surprising that an army of 34,000 men has 
been found sufficient to preserve order and 
peace among forty million people. 
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Bank Advertising Exchange 


Those listed herewith are willing to exchange booklets, folders ani other advertis- 


ing matter issued by them. 


Subscribers can get on this list free of charge 





Watch for New Names and Other Changes 





A 
Adams, F. R.,, County National Bank, 
Joliet, Ill. 
American National Bank, Pendleton, Oregon, 
American Savings Bank, Springfield, Mo. 


Ansley, D., c/o Central Trust Co., San Antonio, 


Will 


ex. 
Art, Carl W., manager publicity department, 
Union Trust Co., Spokane, Wash. 


B 
Bader, A. F., assistant cashier, ola State Na- 
tional Bank, Evansville, Ind 
Bailey, C. W., cashier, First National Bank of 
Clarksville, Clarksville, Tenn. 
Bankers Magazine, The, New York. 

Bauder, Ray E., manager new business depart- 
ment, National City Bank, Chicago, IIl. 
Baugher, E. M., president, The Home Building 
Association Co., Newar k, O. 
Bennett, H. D., assistant cashier, 

tional Bank, Lansing, Mich. 
L. A. president Citizens Bank and Trust 
Co., Tampa, Fla 
Bollman, H. C., cashier, First National Bank, 
Collinsville, Okla. 


" Capital Na- 
Bize, 


Branham, D. R., director publicity, Hellman 
Commercial Trust and Savings Bank, Los 
Angeles, Cal. 

Brooks, 3 vice-president, The Guaranty 
Trust and ‘Savings Bank, Jacksonville, Fla. 

Brown, R. A., assistant cashier, Citizens Na- 
tional Bank, Raleigh, N. C. 

Bunch, F. B., cashier, Merchants and Farmers 
Bank, Statesville, N. C. 
Burton, E. C., vice-president, 

Bank, Chester, Pa, 


Penn National 


Cc 
Conhaim, Herbert J., publicity manager, Fort 
Dearborn National Bank, Chicago, Ill. 
Ray, cashier, American Savings Bank, 
Springfield, Mo. 
Crowson, M. Clarence, 
Co., High Point, 
Culbreth, Eugene E., 
Bank, Raleigh, N. C. 


Cox, 
cashier, Home Banking 


Commercial National 


D 

putlicity manager, Guaranty 

New York ity 

Deily, H. E., Tradesmen’s National Bank, Phila- 
deiphia, Pa. 


Dayton, T. &., 
Trust Co., 
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Dysart, W. R., assistant cashier, First National 
Bank, Ripon, Wis. 


Eberspacher, J. C., assistant cashier, First Na- 
tional Bank, Shelbyville, Ill. 
Ekirch, A. A., secretary, North Side Savings 
Bank, New York City. 
Ellsworth, F. W., vice-president, Hibernia Bank 
& Trust Co., New Orleans, La. 
t 
Finch, E. W., assistant cashier, Birmingham 
Trust and Savings Co., Birmingham, Ala, 
G 
Groves, J. W., advertising manager, Minnesota 
Loan and Trust Co., Minneapolis, Minn. 
H 
a Comly, Farmers and Mechanics Trust 


West Chester, Pa. 
Secasinee. Cc. F., cashier, First National Bank, 
E. G., Barnett National Bank, Jack- 


Hall, 


Los Gatos, Cal. 
Haskell, 
First National 


cashier, Bank, 


. secretary, Union Trust Co. of 

C., Washington, 

Hoagland, Jessamine G., publicity manager, Na- 
tional City Bank, Chicago, Ih. 

Hoffman, A. C. manager, department of 
publicity, The Security Trust & Savings 
Bank, Los Angeles, Cal. 

Hokanson, N. M., advertising manager, State 
Bank of Chicago, Chicago, Ill. 

Holdam, J. V., advertising inanager, Chat- 
tanooga Savings Bank, Chattanooga, Tenn, 


i 

Imhoff, Charles H., vice-president, 

tional Bank, Newark, J. 
J 

Jarvis, Charles D., publicity manager, Savings 
Bank of Utica, Utica, N. Y. 

Jessup, Theodore, assistant cashier, 
Trust and Savings Bank, 
Street, Chicago, III. 

K 

Kaha, A. T., vice-president, Commercial Na- 
tional Bank, Shreveport, La. 

Kay, W. R., Jr., manager publicity department, 
Sacramento Bank and Fort Sutter National 
Bank, Sacramento, Cal. 

Keller, C. B., Jr., assistant cashier, Stroudsburg 
National Bank, Stroudsburg, Pa. 

Kittredge, E. H., publicity manager, Old Col- 
ony Trust Co., Boston, Mass. 


De 
Hillyer, 
D. 


Union Na- 


Woodlawn 
1204 E. 63rd 


L 

Lanier, B. W., 237 East Ashley Street, Jack- 
sonville, Fla. 

Lanng, Edgar R., advertising manager, Hibernia 
Bank and Trust Company, New Orleans, La. 

Logan, John, cashier, Columbus State Bank, 
Columbus, Mont. 

Lovett, W. R., Atlantic*National Bank of Jack- 
sonville, Jacksonville, Fla, 


M 
McCorkle, Josephine C., Publicity Manager The 
City National Bank, Evansville, Ind. 
McDowell, J. H., c/o American Trust and Bank- 
ing Co., Chattanooga, Tenn, 
Mann., Ralph H., treasurer, Park Trust Co., 
Worcester, Mass. 
Marvel, Charles S., cashier, The First-Second 
Savings and Trust Co., Akron, O. 
Matthews, Dave S., advertising manager, Farm- 
ers and Merchants Bank, Stockton, Cal. 
Matthews, H. B., advertising manager, S. W. 
— & Co., 150 Broadway, New York 
y. 
Merrill, Frank, advertising manager, The 
 eeammnaaag National Bank, Minneapolis, 
nn. 
Meyer, A. J., publicity Gepartment, Union Trust 
Co., Rochester, . 
Mills, W. C., New * a Department, Metro- 
— Trust Co., 60 Wall Street, New York 
y. 
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Vv 
cashier, The National Bank of 
Branch, Smithtown’ Branch, 


Overton, J. A., 
Smithtown 
= wo 

P 

Pierce, Matthew G., publicity manager, 
Trust and Savings Bank, Chicago, IIl. 

Poole, John, president, Federal National Bank, 
Washi hington, D. 

Potts, W. W., secretary and treasurer, The Fed- 
eral Title and Trust Co., Beaver Falls, Pa. 


R 
Raven, F. J., American Oriental Banking Cor- 
poration, Shanghai, China. 
Ruebel, D. A., publicity manager, St. 
Union Bank, St. Louis, Mo. 
Ruff, William J.. cashier, Luzerne County Na- 
tional Bank, Wilkes-Barre, Pa. 


8 


Schlenker, Almot, cashier, First National Bank, 
Brenham, Tex. 

Scott, Walker, vice-president, Virginia Trust Co., 
Richmond, Va. 
Shepherd, George w., 

0., Boston, Mass. 

Shoven, A. M., cashier, Kankakee Conaty Trust 
and Savings Bank, Kankakee, 

Smith, A. C., vice-president, City ” National 
Bank, Clinton, Iowa. 

Smith, Allen T., manager Special Service De- 
— Industrial Savings Bank,~ Flint, 

ch. 

Staker, F. M., manager, safe 
ment, Commerce Trust Co., 
Mo. 

Starr, > L., publicity manager, Wachovia Bank 
and Trust Co., Winston-Salem, N. 

Stein, Rudolph, assistant cashier, John Nemeth 
State Bank, New York City. 

Stewart, F. E., 1595 Jefferson St., Toledo, O. 

Stoner, T. H.. cashier, The Peoples Nationa) 
Bank, Waynesboro, Pa. 

Stover, J. C., secretary-treasurer, Indiana Sav- 
ings and Loan Association, South Bend, Ind. 


+ 


president, Wilmington Sav- 
Wilmington, N. C. 


Harris 


Louis 


c/o International Trust 


deposit depart- 
Kansas City, 


Taylor, C. E., Jr., 
ings and Trust Co., 


v 
Van Blarcom, Wessels, assistant cashier, Second 
National Bank, Paterson, N. J. 
Van Name, Miss M. L, 515 Stephen Girard 
Building, Philadelphia, Pa. 


w 
Wadden, John W., president 
Bank, Madison, S. D. 
Wilkes, W. H., assistant to the president, Na- 
tional Bank of Commerce, St. Louis, Mo. 
Williams, F. H., treasurer, Albany City Savings 
Institution, "Albany, 
Williams, J. E., assistant cashier, Third Na- 
tional Bank, Scranton, Pa. 
Z 
Zimmerman, Frank A., treasurer, 
burg Trust Co., Chambersburg, a. 
Zimmerman, Paul E., cashier, Oak Park Trust 
and Savings Bank, Oak Park, IIl. 


Lake County 


Chambers- 


NEW NAMES 


Johnson, E. W., Warren National Bank, War- 
ren, Pa. 

Frank T., cashier, 
Northboro, Iowa. 
Powell, V. M., cashier, 
Brooklyn, N. Y. 


First National Bank, 


Home Savings Bank, 





Keep us in touch with your publicity work. Each month 
current advertising is reviewed and commented upon, ads 


are reproduced and criticised in BANKING PUBLICITY 





American Bankers Association 





Forty-fourth Annual Convention at Chicago 





HICAGO has had the honor of 
.; entertaining the conventions of 
the American Bankers Associa- 

tion on several occasions, and always 
to the satisfaction of those who at- 
tended. In point of location Chicago 
has always possessed a great advantage 
as a convention city, while its railway 
facilities are unequalled. ‘There are 
halls and auditoriums suitable for gath- 
erings of any size, while the hotel ac- 
commodations are of the best. Long 
experience in handling conventions has 
also given to the city a special tactful- 
ness in providing for the entertainment 
of large bodies of delegates. Besides, 
the bankers of Chicago—and no doubt 
the same observation would be true of 
other classes of the city’s business men 
have those qualities which make you 
feel at home there. They gave to the 
Forty-fourth Annual Convention of the 
American Bankers Association a most 
cordial welcome, provided every de- 
sirable facility for conducting the busi- 
ness of the convention, and furnished 
entertainment in keeping with the times. 
All things considered, the attendance 
was good—just above 4,000 being reg- 
istered—while the proceedings were of 
exceptional interest and value. Nat- 
urally, as had been the case at Atlantic 
City last year, patriotism was the key- 
note of the convention. It animated 
the addresses bristled in the resolutions, 
and once in the midst of a heated dis- 
cussion about some minor detail relating 
to the association’s work, proved the 
rallying-point around which the fac- 
tions united and forgot their differences. 
The nature of the proceedings of these 
conventions has changed greatly in re- 
ent years, and for the better. In the 
rst place, the attendance is much 


larger, thus giving to the meetings more 
of a popular character. The character 
of the deliberations is also -different 
from the olden times. There are fewer 


ROBERT F. MADDOX 


President Atlanta National Bank ; 
President 


long and tiresome reports and papers 
at the general session and a great deal 
more live discussion of matters in which 
all are interested. Many of the papers 
once presented before the general ses- 
sions of the convention are now read to 
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those specially interested in the re- 
spective topics and who attend the meet- 
ings of the various sections. These sec- 
tions now comprise the different varie- 
ties of banks in the United States and 
are fairly representative of the inter- 
ests of each. If it has been the thought 
of any that the national banks prepon- 
derated in the organization and func- 
tions of the American Bankers Associa- 
tion, an inspection of the figures show- 
ing the division of membership among 
the institutions operating under Federal 
and State charters should dispel this 
belief. There are 8,669 chartered state 
banks, 6,223 national banks, 858 private 
banks, 1,6€8 trust companies and 1,526 
savings banks included in the member- 
ship. Numerically the institutions op- 
erating under state laws are in the ma- 
jority. Now that there are sections 
representing the state banks, trust com- 
panies, savings banks and _ national 
banks, there would seem to be no lack 
of provision within the organization for 
meeting the needs of all classes of reg- 
ular banking institutions. Some of 
these sections have been in existence 
long enough to demonstrate the possi- 
bility of working together in complete 
harmony, and doubtless in time it will 
be found that all classes of banks can 
preserve their own interests within the 
ranks of the American Bankers Associa- 
tion. 

The proceedings at Chicago were en- 
livened by two incidents which aroused 
much discussion and some feeling. One 
of these incidents was a proposal to 
organize a fidelity and burglary insur- 
ance company under the auspices of the 
American Bankers Association, which 
was voted down. The other related to 
the creation of an additional vice-presi- 
dent, which also failed to receive the 
approval of the convention. 

All through the proceedings were 
manifestations of the patriotic spirit 
which animates the country, enliven- 
ing airs by the Great Lakes Naval 
Band, telegrams from the President of 
the United States and from Secretary 
McAdoo, and a telegram giving news of 
a great American and Allied drive, es- 





RICHARD S. HAWES 


Vice-President Third National Bank, St. Louis ; 
First Vice-President 


pecially serving to arouse the enthusi- 
asm of the delegates. 

The telegram of President Wilson 
and the reply of President Hinsch are 
given below: 


Charles A. Hinsch, President, American 
Bankers Association, Chicago, Il. 


Please present my cordial greetings to 
the bankers and express to them the grati- 
fication which I have felt in common with 
the whole country at the splendid spirit 
and efficiency with which the bankers of 
the country have assisted the Government 
in the all-important matter of the loans. 


Wooprow WIrson. 


Hon. Woodrow Wilson, 


President of the United States, 
Washington, D. C. 


The delegates representing the member- 
ship of the American Bankers Association 
in convention assembled at Chicago, Sep- 
tember twenty-sixth receive with deep ap- 
preciation your inspiring message of Sep- 
tember twenty-fifth. Every ounce of en- 
ergy and every resource at the command 
of the bankers of the nation are pledged 
to the cause of human freedom and inde- 














“The Bank That Service Built” 
THE 


EABOARD 


NATIONAL BANK 


of the City of New York 





Opened 1883 


Surplus and 





Capital Undivided Profits Deposits 

9,000 $1,542,000 

oo © ¥300/000 20/000 2,493,000 
Oct. 7; 500,000 117,000 2,766,000 
Oct. 5, 500,000 127,000 2,536,000 
Oct. 4, 500,000 127,000 4,293,000 
Sept. 30, 500,000 132,000 5,157,000 
Oct. 2, 500,000 166,000 4,907,000 
Sept. 25, 500,000 183,000 5,507,000 
Sept. 30, 500,000 205,000 6,225,000 
Oct. 3, 500,000 245,000 5,481,000 
Oct. 2, 500, 228,000 6,686,000 
Dec. 13, 500,000 235,000 7,681,000 
Oct, 6, 500,000 279,000 7,606,000 
Oct. 5, 500,000 ,000 11,058,000 
Sept. 20, 500,000 384,000 12,826,000 
Sept. 7, 00, 555,000 15,144,000 
Sept. 5, 500,000 743,000 15,967,000 
Sept. 30, ,00 1,015,000 20,171,000 
Sept. 15, 500,000 1,157,000 23,003,000 
Sept. 5 500,000 1,338,000 16,618,000 
Sept. 6, 500,000 ¢ ,000 21,548,000 
Aug. 25, ’ 1,478,000 23,612,000 
Sept. 4, 1,000,000 1,183,000 25,863,000 
Aug. 22, 1,000,000 1,434,000 23,809,000 
Sept. 23, 1, , 1,649,000 37,517,000 
Sept. q, 1,000,000 1,765,000 30,992,000 
Sept. 1, 1,000,000 1,960,000 26,157,000 
Sept. 1, 1, ,000 2,082,000 30,548,000 
Sept. 4, 1,000,000 2,226,000 39,592,000 
Oct. 21, 1,000, 2,525,000 32,797,000 
Sept. 12, 1,000,000 2,725,000 33,023,000 
Sept. 2, 1,000,000 2,845,000 44,234,000 
March 7, 1,000,000 2,856,000 55,858,000 
May 1, 000, 2,869,000 60,143,000 
March 5, 1,000,000 3,078,400 57,840,000 
Sept. 11, 1,000,000 3,316,500 57,660,000 
Nov. 1, . 1,000,000 3,716,075 56,756,679 





The success of this bank is founded upon a policy of painstaking, 
efficient and courteous service to all 


We Cordially Invite Business on This Record 


S. G. BAYNE, President 


c. C. THOMPSON, Vice-President O. M. JEFFERDS, Asst. Cashier 
B. L. GILL, Vice-President C. C. FISHER, Asst. Cashier 

W. K. CUEVERLEY, Vice-President J. D. SMITH, Asst. Cashier 

L. N. DeVAUSNEY, Vice-President B. I. DADSON, Asst. Cashier 


H. W. DONOVAN, Cashier J. E. ORR, Asst. Cashier 
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pendence. We will loyally support and 
follow your lead as our Commander-in- 
Chief in the mobilization of every effort 
and every resource of America to the end 
that all the power and strength of this 
great land shall be made available for war 
on the common enemy until victory for the 
Allied arms shall have been attained and 
the world made safe for democracy. 
Cuartes A. Hrinscu, 


President, American Bankers Association. 


OUTLINE OF THE PROCEEDINGS 


Governor Frank O. Lowden, in an 
appropriate speech, welcomed the bank- 
ers to Illinois, while W. T. Fenton, vice- 
president of the National Bank of the 
Republic, fittingly spoke in behalf of 
the Chicago banks as represented in 
their clearing-house association. After 
these preliminaries, the annual address 
was delivered by President Charles A. 
Hinsch, president of the Fifth-Third 
National Bank, Cincinnati. It is pre- 
sented in full below. 


SECRETARY S REPORT 


The year’s work of the association 
was reviewed in the annual report of 
the secretary, and the following infor- 
mation given regarding the growth in 
membership and annual dues: 





Paid Annual 
Membership Dues 

Seek: 4, WIS cecccvs 1,600 $11,606.00 
BOE. F, TAOS oscecsae 1,395 10,940.00 
ee ere 1,570 12,975.00 
Aime. Dy BOGS | .cc60 7,677 127,750.00 
Ate. SE, BOOS occ vcce 8,383 137,600.00 
Aug. 31, 1907 2.2.05. 9,251 150,795.00 
Aug. SI, 1908 ....... 9,803 162,507.00 
Aug. Si, 1900 ......+ 10,682 175,352.00 
Ai. Bi, TO occsces 11,405 188,934.00 
Aug. Si, 1911 .4..'... 12,072 198,530.00 
Ame. Si, BORD nscccee 13,323 213,752.50 
ME, Diy BOER occcwes 14,100 229,324.48 
Amp. Si, 1994 ....00 14,720 233,915.00 
Aimy. 36, 2086 2 .icnccs 15,010 245,651.00 
oe ee reer 16,016 264,529.17 
Tg WE ndkin ee 17,328 302,705.00 
ae ae 19,043 *332,490.78 


*Estimated. 


9 


INCOME 
Interest on bonds and corporate 

MEE bntssa ese heteeacsauss $4,730.00 
Interest on Bank balances (esti- 

DE, ssoddvannescdterasawes 2,200.00 


Estimated annual dues for fiscal 
year ending Aug. 31, 1919.... 332,490.78 





Making total income, year 
ending Aug. 31, 1919........ $339,420.78 


Annual address of the President, 
Charles A. Hinsch: 


Ladies and Gentlemen: In this most mo- 
mentous year in modern history there have 
been changes whose import we will not 
fully comprehend until they have been sift- 
ed through the fingers of time. What we 
do comprehend is that we are all actors 
in a tragic drama which has been thrust 
upon us by the greed and ambition of Ger- 
many. Whether the transition in the world 
will be for good or ill, we do not know. 
The world of civilization is shaken to its 
foundations. The forces of society, of poli- 
tics, of business, are working to a solution 
of the problems that present themselves for 
consideration from the rule of autocracy 





Two 


Valvable Books 


This Company is selling agent for 
these two important English finan- 
cial books: 


Accountancy. 311 pp., cloth, gilt, #2.15 
By FRANCIS W. PIXLEY. An en- 
tirely new work dealing with Ac- 
countancy, Constructive and Record- 
ing, from a theoretical and a practi- 
cal point of view. The latest exposi- 
tion of the science. 


Money, Exchange and Banking. 270 pp., 
cloth, gilt, $2.15. By H. T. EASTON, 
Associate of the Institute of Bankers. 
Treats of the above subjects in their 
practical, theoretical, and legal aspects. 


“Is so complete and contains 
so much that business men and 
banks in the financial districts 
have ordered their clerks to read 
it. It also contains information 
that every modern business man 
should have at his fingers’ ends.” 
—N. Y. Evening Telegram. 


The Bankers Publishing Co. 


253 Broadway, New York 
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to the rule of the people—from the control 
of the few to the control of the many. 
And all we understand is that it is our 
part to see that in the final evolution we, 
as a nation, survive and thus make secure 
the opportunity to carry the gospel of free- 
dom to the ends of the earth, redeeming 
with our own future the future of those 
whose power to care for themselves is not 
so great as ours. We began this strug- 
gle not on April 6, 1917, but on July 4, 
1776; we fought for it first at Concord and 
Lexington and we will fight for it last, if 
Providence so wills, when the last armed 
German has been beaten to the earth. 

Not knowing what the future holds for 
us, but supremely confident of the justice 


and righteousness of our cause, we are 
gathered here to take an accounting—to 


make an inventory of our achievements and 
our situation in respect to those adjuncts 
and accessories of war defined as financial 
and economic. We seek this accounting 
and this inventory in no spirit of vain- 
glory—in no desire for self-congratulation, 
but humbly and prayerfully, that we may 
better plan the future and so organize 
our resources that we may successfully re- 


sist the processes of economic waste and 
disintegration. 
The American Bankers Association en- 


listed for the war on April 6, 1917, and it 
has been fighting ever since. It is going to 
keep on fighting, not to the last dollar, 


but to the last unit of credit that our su- 
perb banking organization can provide. 
We hereby reaffirm and renew our 


pledge of loyalty to the President, and re- 
dedicate our lives and fortunes to the at- 
tainment of a victorious peace. No peace 
that Germany will approve will satisfy 
America; we must not conclude a_ nego- 
tiated peace; nothing should be considered 
but an unconditional surrender. ‘This war 
cannot, must not, end until the menace of 
the Hun is removed for all times. 

LIBERTY BONDS AND WAR SAVING STAMPS 

The banks of the nation have patriotically 
responded to the call for service, and have 
been potent factors in marketing ten bil- 
lions of Liberty Bonds. In response to 
the call of Mr. Vanderlip, the American 
Bankers Association undertook the task of 
enrolling the banks as selling agents for 
the sale of War Savings Stamps and Thrift 
Stamps. 

For five months the Association conduct- 
ed a bureau in Washington for this pur- 
pose and eighteen thousand banks were 
enrolled in this service. At least seven 





thousand additional banks agreed to sell 
these securities, but declined to qualify as 
igents. 

This is the greatest thrift campaign ever 
inaugurated and will have far-reaching ef- 
The habit of thrift once contracted 


fects. 
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OLIVER J. SANDS 


President American National Bank, Richmond; 
President National Bank Section 


will not readily be surrendered, and it is 
to be hoped that this movement will re- 
sult in converting a nation of spenders 
into a nation of savers. 

Never in the forty-five years of its exist- 
ence has the American Bankers Association 
been so well equipped for great service as 
now. 


MEMBERSHIP 


The membership of the Association is 
now 19,043, a gain of 1,715 members for the 
year. That point has now been reached 
where we may truthfully say that the banks 
of the country need the Association fully as 
much as the Association needs the banks. 
If the best interests of the banking fra- 
ternity are to be served and the nation is 
to be given the most effective banking serv- 
ive, the banks must stand together, work 
together and strive for common ends, Never 


was unity of purpose so necessary., Never 
was codperation so imperative as now. 
Nothing can resist the dynamic force of 


coéperation properly directed. 
EFFICIENCY AND SERVICE 
The demand of the hour is for efficiency 
in every line of endeavor, in service to the 
nation, to our allies, and to those with whom 


we come in touch in industrial pursuits. 
In harmony with this spirit the American 


























Condensed Statement of Condition 
at the close of Business November 1, 1918 





Resources 

Loans and Discounts ™ $80,409,514.8S 
United States Bonds ( Par)..... eeesus 19,801,000.00 
Other Stocks and Bonds . odes 4,710,499.08 
Customers’ Liability : 1,044,875.32 
CASH AND EXCHANGES ° -  4,662,112.63 

$140,628,001.88 

—— = 
Capital $3,500,000.00 
Surplus and Undivided Profits 3,081, 409.79 
Circulation 2,247,760.00 
Other Liabilities. . 18,870,775.32 
DEPOSITS _ -. 112,928,056.77 






'$140,628,001.88 
——= 


We Invite Your Account 
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49 BROADWA 
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Bankers Association, in its desire to render 
the greatest possible degree of efficient serv- 
ice to its membership, will present to you 
through its Committee on Coérdination of 
Activities, a number of amendments to the 
constitution, constructive in character, 
which, if adopted, we believe will result 
in a greater degree of codperation among 
the several sections ot the Association, and 
a coérdination of the activities of the vari- 
ous State Associations with the American 
Bankers Association. 

At the present time the administrative 
committee of the association consists of the 
president, vice-president, ex-president and 
two members selected from the executive 
council. It is now proposed to add to the 
committee the presidents of the four sec- 
tions typifying the different classes of 
banking, viz: national, state, savings and 
trust. 

In this way the heads of these several 
sections will participate in administering 
the affairs of the association and they will 
thus be brought in close touch with the 
aims and policies of the association as a 
whole, which will insure a coérdination of 
effort and unity of purpose highly benefi- 
cial to the membership. 

The vice-presidents of these sections 
should be members of the executive coun- 
cil and it is proposed that the constitution 
be so amended. 

It is believed that these amendments, if 
adopted, will lead to team work that has 
not been possible of accomplishment in the 
past. 

It is also proposed to give the several 
sections a greater degree of latitude in 
the matter of state and federal legislation. 
Under this plan, if a difference of opinion 
exists between two or more sections as to 
the wisdom or desirability of the passage of 
pending legislation, representatives from 
these sections are expected to attempt to 
adjust their differences. Failing to accom- 
plish this purpose, they will be permitted 
to take such action in the premises as 
they may deem advisable, and may do so 
in the name of the section they represent. 
Obviously if representatives of two or more 
sections appear before committees in Con- 
gress with divergent views, they cannot ex- 
pect to accomplish their purpose. 

It is confidently believed, therefore, that 
this amendment to the constitution, if 
adopted, will be a potent factor in bring- 
ing about an amicable adjustment of ¢iffer- 
ences that may exist between the sections. 


“FIELD SERVICE” 


The members of our association, generally 
speaking, are not aware of the services that 
we are prepared to render, and arrange- 
ments have been perfected by which the 
American Bankers Association will be rep- 
resented hereafter at the annual conventions 
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of the various state bankers associations 
throughout the nation, by some one who 
can speak with authority and who has a 
knowledge of the aims and policies o. the 
association. For this purpose the officers, 
members of the administrative committee 
and heads of departments will be drafted 
for field service. 

Office conferences have been held at stated 
periods during the year by the officers and 
department heads in the general offices of 
the association, resulting in an exchange of 
ideas and a coddination of effort highly 
beneficial to the association. 

It seems appropriate that I should at 
this time give expression to the deep sense 
of appreciation I feel for the loyal support 
and hearty coéperation extended me by the 
members of the administrative committee, 
officers of the association, heads of de- 
partments and, in fact, all identified with 
the activities of the general office. 

They have all responded cheerfully to 
the call for service during the most try- 
ing period the association has ever expe- 
rienced. 

JOURNAL 


The future policy of the publicity organ 
of the association, known as the Journal, 
has been the subject of considerable thought 
and discussion. It is believed that the 
membership would appreciate the publica- 
tion of a weekly bulletin or magazine pre- 
senting terse, up-to-date inrormation on 
subjects in which the bankers of the na- 
tion are interested. 

Such a publication, however, would en- 
tail considerable expense, and in considera- 
tion of this subject, it was deemed advisable 
to respond to the insistent demand that has 
been made for advertising space in our 
publication. This proposition received the 
uninamous approval of the executive coun- 
cil at the recent meeting held at Hot 
Springs. The revenue derived therefrom 
will enable the association to issue a week- 
ly, in lieu of the monthly publication. 

Considerable discussion has taken place 
from time to time, relative to moving the 
general offices to Washington. This subject 


- was considered by the committee on coérdi- 


nation, who deemed it inadvisable at this 
time to recommend the proposed change. 
The committee will, however, recommend 
to you that the association establish an of- 
fice and maintain a representative in Wash- 
ington, which will enable it to keep in close 
touch with the Federal Reserve Board, 
Treasury Department and pending legisla- 
tion affecting the banking interests. 
These changes and developments with 
suggestions of minor importance should 
place the association in such a position that 
membership in it will be indispensable to 
the banker who wishes to keep abreast of 
the times, and discharge his full duty to 
himself and his community. The aim is 
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to give the American Bankers Association 
the equipment necessary to serve all the 
needs of its members. 


FIDELITY AND BURGLARY INSURANCE 


There has been an insistent demand for a 
number of years that consideration be given 
to the question of organizing a company 
within the membership of the American 
Bankers association, devoted to the writing 
of fidelity and burglary insurance for mem- 
ber banks, this demand being the product 
of the belief that the rates now charged by 
the old line companies are out of harmony 
with the risk assumed. 

At the Atlantic City convention a special 
committee was authorized to consider this 
subject. The committee devoted considerable 
time to the preparation of data, which was 
presented at the spring meeting, with the 
recommendation that the executive council 
take favorable action in advocating the or- 
ganization of an insurance company along 
the lines suggested. The executive council 
approved the suggestion and the proposition 
will be presented to you at this meeting for 
final action. 

It is the belief of the committee that a 
company organized along the lines suggest- 
ed, under proper management, can extend 
rates materially lower than those now 
charged, and at the same time pay reason- 
able dividends upon the capital invested. 
It is distinctly understood that if the com- 
pany is organized, it will; not adopt a title 
that will indicate that the American Bank- 
ers Association is either directly or indi- 
rectly identified with the movement. If the 
company is launched, the American Bank- 
ers Association will not have any financial 
interest in the enterprise, nor any voice in 
its management, and will therefore not in 
any way be responsible for its future. 

FEDERAL RESERVE CAMPAIGN COMMITTEE 

The American Bankers Association in 
June, 1917, was instrumental in securing the 
passage of amendments to the Federal Re- 
serve Act designed to meet all the objec- 
tions which had been raised by state banks 
to membership in the Federal Reserve Sys- 
tem. 

In recognition of the necessity of mobiliz- 
ing the financial resources of the nation, 
to enable the government to successfully 
prosecute the war to a victorious conclu- 
sion, the American Bankers Association ap- 
pointed a committee to coéperate with the 
Federal Reserve Board, and with the officers 
of the several Federal Reserve Banks, with a 
view of conducting an educational campaign, 
having for its object the bringing into the 
Federal Reserve System all the eligible non- 
member banks. 

The committee has a representative in 
each Federal reserve district, with author- 
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ity to appoint assistants in each state in 
the district. 

In addition to the efforts they are making 
to induce non-member banks to join the 
system, they are also charged with the re- 
sponsibility of securing the passage of such 
remedial state legislation as may be neces- 
sary to enable the eligible banks to join the 
system. ‘The results attained have been 
most satisfactory and those identified with 





CRAIG B. HAZLEWOOD 


Vice-President Union Trust Co., Chicago; 
President State Bank Section 


directing the affairs of the Federal Reserve 
Banks have expressed their deep apprecia- 
tion of the services rendered by the Amer- 
ican Bankers Association. I sincerely hope 


that this convention will authorize a con- 
tinuation of this constructive work. 
COMMITTEE OF FIVE 
The Committee of Five succeeded in se- 


curing the passage of legislation which it 
was hoped would enable country banks to 
obtain reasonable remuneration for services 
rendered. By request of the Federal Re- 
serve Board, General Counsel Paton sub- 
mitted a brief, outlining his interpretation 
of sections 13 and 16 of the Federal Re- 
serve Act as amended. The opinion ren- 
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List of Current Offerings sent on application 


Act as Fiscal Agents for, and negotiate and issue loans of, 
Railroads, Municipalities, Public Utility Corporations, etc. 
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dered expressed in the most convincing and 
exhaustive terms, that the Federal Reserve 
Board were obliged under the amendment 
to fix and allow reasonable service charges 
to member banks, but having received an 
adverse opinion from the Attorney General, 
the Board has refused to allow the service 
charge. 
THE AGRICULTURAL COMMISSION 

The Agricultural Commission, under the 
leadership of its efficient chairman, has 
rendered potential aid in stimulating an 
increased supply of farm products. 

The Banker-Farmer, official publication of 
the commission, has taken a front rank 
among the magazines devoted to farm top- 
ics, and has been signally recognized by 
the United States Department of Agricul- 
ture during the past year. : 

This important committee should be made 
a permanent standing committee of the con- 
vention, and the chairman a member of the 
executive council, and an amendment to the 
constitution in harmony with this thought 
will be submitted for your decision. 


MEXICO 


The attention of the association has been 
directed to the unfortunate conditions ex- 
isting in Mexico, especially to the confis- 
catory provisions of the new Constitution 
adopted by the Republic. 

This situation has been the occasion of 
several conferences and considerable corre- 
spondence between the officials of your as- 
sociation, parties directly interested, and the 
State Department. 

American citizens and interests have been 
shamefully treated, but we hope that 
through the good offices of the State De- 
partment an amicable adjustment may be 
effected through diplomatic channels. 

Mexico will doubtless finally realize that 
we have no ulterior motives, and that we 
sincerely desire to be of material benefit 
in assisting her to solve her internal preb- 
lems. ° 

AMERICAN TRADE ACCEPTANCE COUNCIL 

In recognition of the necessity of conserv- 
ing and utilizing the credit facilities pro- 
vided by the Federal Reserve Act, the 
Americen Bankers Association in coépera- 
tion with the United States Chamber of 
Commerce, National Association of Credit 
Men and National Association of Manufac- 
turers formed a joint committee known as 
the American Trade Acceptance Council. 
This organization has conducted an inten- 
sive campaign of education during the past 
year, calling attention to the advantage 
and necessity of converting open book ac- 
counts into liquid credit instruments known 
as trade acceptances. The results attained 
have been most gratifying. 


COOPERATION 


I'reed from the restraints imposed by law 
and the Interstate Commerce Commission, 
the railroads have increased their carrying 
power; under the trained cominand of busi- 
ness men, ships are being launched and mu- 
nitions are being produced. ‘The Govern- 
ment has called in business men to conduct 
the multifarious enterprises connected with 
war. ‘The Government, instead of restrain- 
ing business, is now encouraging it to speed 
up the war. May we not hope for a con- 
tinuation of this spirit of coéperation be- 
tween the Government and business at the 
conclusion of the war? 

However, out of the chaos into which the 
nation was plunged is coming the sem- 
blance of order. Americans are following 
their natural creative bent. They are work- 
ing for new ends—to create an industrial 
machine behind the war machine—and from 
new motives—to produce what is needed for 
the joy of it as well as the necessity. 

It is all intensely democratic in its spirit 
and in its desire to serve for the common 
good. The draft is democratic—the Lib- 
erty Loans are democratic. The conserva- 
tion of food is democratic. At every turn 
the test to be applied is not wheth-r any 
single act is the result of the exercise of 
centralized authority, but whether it indi- 
cates the will of the people. Democracy is 
ascendant in the minds of men. A note of 
partisanship has a jarring sound. It makes 
a discord in the effort for social harmony. 

In this great drive for order in the 
world—for the elimination of every shred 
and remnant of autocracy—the great or- 
ganizations of business men are working in 
coéperation. On these organizations rests 
the responsibility of leadership. To their 
ingenuity we look for the plans that will 
bring social peace and satisfaction. To 
these composite representatives of action we 
must look for the initiation of the move- 
ments and the execution of the works 
that will make this nation worthy of its 
destiny. 

It is most fortunate that in these circum- 
stances the American Bankers Association 
has stepped out of its isolation and has 
joined hands with the Chamber of Com- 
merce of the United States, with the Na- 
tional Association of Manufacturers, with 
the National Association of Credit Men, 
with the Foreign Trade Council and with 
the International High Commission, in the 
development of enterprises and ideas which 
give promise of general advantage. Each 
of these organizations has a special field, 
but they have as their common purpose the 
winning of the war, the progress of the 
country and the promotion of anything and 
everything that makes for prosperity and 
happiness. 

Joint committees are working out ideas 
on particular subjects. Your president has 











THE COAL AND IRON 
NATIONAL BANK 


of the City of New York 
















Capital ‘ . . . $1,000,000 
Surplus and Profits (Earned) 1,028,000 
Resources . ; . . 21,000,000 














The Personnel of Our Board 



























FRANCIS J. AREND . . . Pres. DeLaval Separator Co. 
JOHN F. BERMINGHAM | . . Pres. D. L. and W. Coal Co. 
WM.G.BESLER. . .. ._.. Pres. Central R. R. of N. J. 
M. F. BURNS . . . Pres. Burns Brothers 
GEORGE H. CAMPBELL. ; “ie te Pres. B. & O. R. R. Co. 
ALFRED A. COOK ...__..._Leventritt, Cook, Nathan & Lehman 
HENRY L. DEFOREST . . . . . . DeForest Brothers 
ALLISON DODD... . Dir. Burns Brothers 
JOSEPH A. FLYNN... ‘Vz P. Fidelity and Dep. Co. of Md. 
WM. M. HAGER._... Asst. to Pres. Amer. Car and F’d’y Co. 
W. J. HARAHAN.. .. . Pres. Seaboard Air Line 
GEO. D. HARRIS... Pas. Ges. D. Harris & Company, Inc. 
FORD HUNTINGTON... ~*V«.-P. New York Telephone Co. 
STANLEY P. JADWIN . .. . . O.H. Jadwin and Sons 
H. B. JAMES .. .... Pres. Interstate Lighterage and Trans. Co. 
HENRY L. JOYCE  . Pres. Dykman St. & Englewood Ferry Co. 
JOHN C.JUHRING ....... Pres. Francis H. Leggett & Co. 
JOHN L. KEMMERER... .. . Whitney & Kemmerer 
ALBERT B.KERR ... . Zubsiahin, Murray, Sage & Kerr 
JAMES H. McGRAW......__..._...__ Pres. McGraw-Hill Co. 
JOHN A. MIDDLETON... *V.«-P.. Lehigh Valley R. R. Co. 
EDWIN H. PECK . . . . E.H& W. J. Peck 
WM. B. RANDALL ... Po. Sannic. Transf. and Registrar Co. 
BENJ. D. RIEGEL . . . . . .. Pres. Riegel Sack Co. 
/ imi. « 5 2 . President 
JOHN W. SULLIVAN... .. ‘Pres. John W. Sullivan Co. 
WILLIAM H. TAYLOR... ...... Pres. St. Clair Coal Co. 
ceuweee SOMNG 8 wlll le . _.Wice-President 
G.O. WATERMAN... .. : ‘Te C. R. R. of N. J. 





FRANK D. WILSEY ‘Pens New York Boat Oar Co. 




















THE BANKERS MAGAZINE 








Gry, 


Harris Trust and Savings Bank, Chicago 


been honored by presiding over the finance 
sections of the meetings of the Chamber 
of Commerce and the Foreign Trade Coun- 
cil. With other organizations, of more spe- 
cialized nature—the League to Enforce 
Peace, the National Security League and 
the National Association of Owners of Rail- 
road Securities, for instance—we are in 
codperation and the association has been 
represented at many meetings for the con- 
sideration of national problems. 





NON-PARTISAN LEAGUE 


The extreme manifestation of social un- 
rest is found in the so-called Non-Partisan 
League. Price-fixing is now one of the 
most alluring arguments of its advance 
agents. Appealing to the farmer’s normal 
prejudices, against the supposed exploiters 
of his toil, the agents point convincingly 
to the fact that the price of his wheat has 
been fixed, but the price of cotton, and oil 
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Michigan Boulevard, Chicago, looking South from Randolph Street 


has not. The war, they declare, has been 
made in the interests of predatory wealth 
and profiteers, so why not beat the ene- 
mies of honest toil by paying Mr. Townley 
$16 and joining the League for two years? 

The avowed purpose of this organization, 
now strong in sixteen states, is political 
control by a class for a class and coépera- 
tive selling and buying. They already con- 
trol many newspapers and they propose 
running stores, elevators, banks and courts. 

They are too shrewd to attempt to launch 
a new political party; their scheme is to 
secure control of the dominant political 
party of the city, county and state where 
they are operating. With the millions at 
their disposal, this plan has been easy of 
accomplishment, and they are practically 
in control of the state of North Dakota. 
This movement should be curbed before 


it assumes the 
fire. 


proportions of a_ prairie 


NATIONAL» SPIRIT 


Against these various manifestations of 
discontent and determination for social and 
economic change, there are evidences of 
intelligence, loyalty and devotion which are 
reassuring. To the men of the drafted 
army and all others, we may turn in the 
confident expectation of finding democracy 
of purpose. In attending eighteen state 
conventions of bankers, I found opportuni- 
ties to visit several of the concentration 
camps and aviation fields. At all of them 
there was displayed the same sturdy Amer- 
icanism, the same enthusiasm, the same de- 
votion to country that is exemplified in 
every dispatch from the battlefields of Eu- 
rope. 
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The selective draft act—that miracle of 
legislation in its application to all classes— 
has given us an army superior in intellect, 
initiative, courage and physical strength. 


UNIVERSAL MILITARY TRAINING 


Universal military training has won ap- 
proval because its influence must inevitably 
be democratizing. But universal military 
training is as inevitably joined to the ques- 
tion of social unrest as the question of social 
unrest is joined to the plans and prospects 
of the Non-Partisan League which is a 
manifestation of it. Commercial expansion 
and industrial growth depend on the train- 
ing of our young men as much as on our 
financial strength. ‘These young men will 
receive from military training a new sense 
of the meaning and obligations of citizen- 
ship; they must have the physical and intel- 
lectual preparation for service to the coun- 
try and those of alien birth must have a 
common participation in public duties and 
share the common pride in our national 
achievements. Once that has been done, 
movements like that of the Non-Partisan 
League, as menacing as it is, will be merged 
in a democracy of purpose and patriotism. 


DE MOBILIZATION 


When our young men return from the 
battlefields of Europe they will have some- 
thing to say about the conduct of those of 
us who have stayed at home. They will be 
privileged to ask us what we have done 
to place ourselves as nearly as possible with 
them on the same level of sacrifice and 
suffering. They are privileged to make the 
demand and have an honest answer. What 
will they say to those who, by reason of 
the sacrifice and suffering of the men at the 
front, have gained power or wealth through 
profit or have secured unearned wages by 
threatening to make the sacrifices and suf- 
fering more intense! 

To these men we owe an accounting and 
it may not be satisfactory to them if it is 
not based on honest intention to make this 
country contented and prosperous. ‘Their 
future is a part of the whole vast problem. 
To some extent the younger ones may be 
compensated for their services by education 
at the government’s expense. That is a par- 
tial solution, but there lies further opportu- 
nity for study and an application of the 
knowledge of our greatest educators and 
vocational experts. The influence of the 
decision as to these men’s future on our 
social and industrial status may be mo- 
mentous. The demobilization of the great 
armies we are gathering may be a greater 
task tha ntheir mobilization. From what- 
ever angle we approach the subject of war 
and “after the war,” we encounter the same 
questions. 
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MERCHANT MARINE 


Linked up inseparably with both these 
questions is that of our merchant marine. 
Forced at last by the grim necessity of 
war, we are producing tonnage at an un- 
precedented rate. When the war is over 
these ships, however owned, must be profit- 
ably employed. 

But construction of ships is not the whole 
thing; unless there is due provision for the 
operation of these ships on the competi- 
tive basis under American ownership, the 
American flag will disappear and we shall 
be in the position of building ships for 
other nations to operate. But it is, of 
course, highly desirable that their operation 
as well as their construction should be 
American. The revenue from their mer- 
chant marine has been one of the large fac- 
tors of British income for years. 

There were three or four factors which 
absorbed the bulk of our favorable export 
balance prior to the war. One was interest 
on capital advances which Europe had made 
in this country, one was expenditures by 
American travelers in Europe, one was re- 
mittances by immigrants to their families 
in Europe and one—a very substantial one 
—was payment for service of the British 
and German merchant marine and _ insur- 
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ance on American goods carried in foreign 
bottoms. 

A well known authority recently said, 
“Without a sound, well-endowed system of 
American shipping, banking and marine in- 
surance, the three welded together into one 
harmonious whole, there can be no world’s 
trade for America. 


“We of the interior have for generations 
opposed ship subsidy because we had no 
coast cities; forgetting that coast cities are 
the open gate to and from inland indus- 
tries. 

“We must take stock of our prejudices, 
in the new light shed upon this subject, and 
we must be prepared to scrap them, if 
necessary, as we would scrap worn-out 
machinery.” 

Many of the restrictive features of the 
Seaman’s Act should be repealed, and the 
Shipping Board should be given broad dis- 
cretionary powers, with the view of plac- 
ing the shipping interests of America on 
as favorable a basis as that of other na- 
tions. 

In 1914 our world trade amounted to 
$3,800,000,000, about $40 per capita. Amer- 
ican ships carried only 91% per cent. of it. 
Chairman Hurley of the Shipping Board 
said recently: “With something like 25 
million tons of shipping to be employed 
within two years, the United States Ship- 
ping Board feels that it is none too early 
to look around for cargoes, both in this 
country and abroad.” 


FOREIGN TRADE 


Then he added that “ships will be of lit- 
tle use when peace comes, unless the Amer- 
ican business man has by that time learned 
to think in terms of ships and world trade. 
He must learn to regard the whole world 
as his market. 

“This will mean more than selling factory 
goods to foreign customers. Foreign coun- 
tries have raw material and finished prod- 
ucts to exchange with us. He must learn 
to swap jack-knives without trying to keep 
both knives. 

“The American manufacturer must run 
his factory with a view to utilizing the raw 
materials of other countries, thus aiding 
in their development. We must learn to 
develop other countries by investing our 
money in them, laying a basis for trade as 
the English and Germans have done.” 

The passage of the Webb-Pomerene Bill 
permitting combinations in connection with 
foreign trade and the evolution of the Fed- 
eral Reserve System are both factors that 
will aid tremendously in developing foreign 
trade connections. It has been suggested 
that a commercial attaché be established in 
each of our foreign consulates, or possibly 
the appointment of higher class men as for- 
eign consuls, with more training, who could 
possibly organize a commercial bureau for 
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the benefit of America’s trade abroad. Ac- 
curate information about foreign trade con- 
ditions and government coéperation in meet- 
ing them would certainly be of great bene- 
fit. . 


FEDERAL RESERVE SYSTEM 


The banking business is not immune to 
these changes that are taking place before 
our eyes. Now and then we thank Provi- 
dence for the reserve system. It has been 
the salvation of the country. When all the 
forces of transportation, industry and agri- 
culture had to be stimulated, reconstructed 
and reorganized, when citizens had to be 
turned into soldiers over night, we have 
been spared the need of revising our bank- 
ing system. 

The Federal Reserve Act has provided 
the facilities for the opening of new fields, 
the opportunity for developing foreign busi- 
ness, the certainties that have succeeded 
the uncertainties, and the numerous advan- 
tages without which it would be impossible 
for us even to think of competing in world 
markets. 


NEW ERA 


The new era for business is not going to 
begin when the war ends—it has already 
begun. It began when the war began, even 
for us. Commerce and production are the 
aims of the nations and commercial domina- 
tion has been the aim and purpose of Ger- 
many. Peace as the result of military ad- 
justments might be simple, but peace as the 
result of the settlement of commercial dif- 
ferences and spheres of control, will be diffi- 
cult or impossible without a military vic- 
tory. Every discussion of possible terms 
of peace makes still clearer Germany’s pur- 
pose to retain the foundation of her com- 
mercial power, which goes hand in hand 
with her military power, so that, if she is 
to cease to be a menace to the peace of 
the world, Germany must be overcome com- 
mercially as well as militarily. The single 
alternative is that she be so placed and give 
such guarantees, if that is possible for a 
nation with no sense of respect for a solemn 
treaty, that she may be accepted again as 
a member of the league of nations. 


COMMERCIAL AND INDUSTRIAL EXPANSION 

This country stands then firmly committed 
to a great policy of commercial and indus- 
trial expansion, if not as a matter of de- 
sire, then as a matter of necessity. It is as 
inevitable as it was that we would become 
participants in the war, whether we wanted 
to or not. If this is not our policy, we 
must admit we are willing to surrender our 
position in the world and lapse into the 
state of a second rate and decadent na- 
tion. 

The maintenance of this position demands 
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of us an assembling of our forces and a 
coérdination of our efforts not only as great 
but even greater than has been made nec- 
essary by the war. In this scheme the gov- 
ernment looms large as the influence which 
alone can give us the compact organization 
necessary to meet the competition of other 
nations organized down to the last refine- 
ment of efficiency. 


RAILROADS 


A few years ago none of us would have 
believed that such an outcome would be 
possible. We would have scoffed at. the 
idea of this government’s appearing as the 
conductor or director of, or participant in, 
business of all kinds. But here we are 
all in agreement that never again can we 
ge pack to the old method of conducting the 
railroads and only wondering how we can 
reach the solution of the problem without 
government ownership and operation. 

Public sentiment as to the railroads has 
been largely the product of appeal to pas- 
sion and prejudice. Demagogues have cap- 
italized and nursed hatred of the roads. 

A reliable authority states that the whole 
equipment for transporttaion is ten years 
behind the times. Why? Because the In- 
terstate Commerce Commission has forbid- 
den the roads during that period of time 
to charge just and fair rates for their 
product, tracks, locomotives and cars have 
been steadily wearing out and there have 
been no adequate funds to replace them. 
This has sapped railroad credit, and at no 
time in the last ten years have the roads 
been able to raise sufficient funds to keep 
their equipment abreast of the times. This 
has produced not only physical discomfort 
to the business world through hampered 
transportation facilities, but has had a more 
far-reaching effect upon the country’s pros- 
perity. 


GOVERN MENT CONTROL 


Under the circumstances, it is indeed for- 
tunate for the railroads that the government 
has undertaken to direct their activities dur- 
ing the period of the war and it is to be 
hoped that as a product of this experience 
a policy will crystallize which will place the 
railroads in a sound economic position. 

The banks of the nation are vitally inter- 
ested in the future of the railroads, and are 
anticipating the consummation of contracts 
with the United States Railroad Adminis- 
tration, which will be in harmony with the 
assurance of the President when the prop- 
erties were taken over, that the stockhold- 
ers could rely on receiving a square deal 
from the government. ‘The railroads would 
thus be placed in a position where they could 
count with absolute certainty upon the 
amount of revenue available for the pay- 
ment of dividends and other fixed charges. 
The recent advance in freight and passen- 





ger rates was convincing proof that the 
railroads were justified in the demands they 
have made during the past several years 
for an advance in rates. 


COORDIN ATION 


The government, by common consent, is 
looked to as the guiding influence in busi- 
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ness, but if it is to guide competently, it 
must have wisdom in counsel and supply 
a form of leadership or direction which, 
through an understanding of it, is in sym- 
pathy with business. 

What is transpiring in this country seems 
also to have been happening elsewhere. 
England, for instance, has ceased to be a 
commercial battleground of freely compet- 
ing manufacturers and merchants. It has 
become a single workshop, whose various 
activities have been codrdinated either 
through voluntary coéperation or by order 
of business men in government positions, 
backed by laws. One estimate places the 
number of such men in positions of au- 
thority over business at two hundred thou- 
sand, 

That is a position which is rapidly being 
attained in this country, if, indeed, we have 











SERVICE 
TO BANKS 


An Invitation 


When you go to the Federal Reserve City in your 
district or any other city where we have a Correspond- 
ent Office, we cordially invite you to make yourself 
known there to our local Manager. 


He will be glad to exchange views with you on 
investment-security problems. 


Whether you do business with us or not, you may 
be sure of a hearty welcome by men who have an 
appreciation of your local investment problems and 
who will find it a pleasure to be of service to you—as 
far as you care to let them. 


If you would like to have our current list of 
investment securities, please write for FB-91 


The National City Company 
National City Bank Building, New York 


Avpany, N. Y. 
Ten Es yek Bldg. 


ATLANTA, GA 

Trust Co. of Ga. Bldg 
BALTIMORE, MD 

Muusey Bidg. 
Boston, Mass 

10 State Street 


Burrato, N.Y 
Marine Bank Bldg. 


Conan, Iu 
37 So. La Salle St. 


eae, On 


Fourth Natl. Bk. Bldg. 


CLEVELAND, OHIO 
Guardian Bldg. 


> 


Bonds 


CORRESPONDENT OFFICES 
MINNEAPOLIs, MINN. 
McKnight Bldg. 

NEWARK, N. J. 
790 Broad St. 
New ORLEANS, La. 
301 Baronne St. 


PHILADELPHIA, PA. 
1421 Chestnut Street 


PITTSBURGH, PA. 
Farmers Bank Bldg. 


PORTLAND, ME. 
396 Congress Street 


PORTLAND, ORE 


Dayton, Onto 
Mutual Home Bldg. 
DENVER, CoLo. 
718 1ith Street 
Detroit, MIcH. 
147 Griswold Street 
Hartrorp, Conn. 
Conn. Mutual Bidg. 


INDIANAPOLIS, IND. 
Fletcher Savings & 
Trust Bldg. 


Kansas Cry, Mo. 
Republic Bidg. 


Los ANGELEs, CAL. 
Hibernian Bldg. 


PROVIDENCE, R. 
Industrial iat Bldg. 


Short Term Notes 


Railway 1" Bldg. 


RICHMOND, VA 
1214 Mutual Bldg. 
SAN FRANCISCO, CAL. 
424 California St, 
SEATTLE, WASH. 
Hoge Bidg. 
SPRINGFIELD, MAss. 
3rd National Bank Bidg. 
St. Louis, Mo. 
Bk. of Commerce Bidg. 
a D.C 
741 15th St., N. W. 
WILKES BarRRE, Pa. 
Miners Bank Bidg. 


Lonpon, E. C. 2 Eng. 
36 Bishopsgate. 


Acceptances 



































THE BANKERS MAGAZINE 


not already reached it. The government, we 
say, is in control for the necessary pur- 
pose of winning the war, but the winning 
of the war depends on industrial organiza- 
tion. ‘The conclusion comes inevitably that 
what will win the war will also win the 
“war after the war.” Therefore, for this 
later undertaking, we must have the same 
coérdination of effort, the same strong di- 
recting authority, which must be above the 
suspicion of selfish motives and the same 
combination and standardization for the 
sake of economy and efficiency. 

The problem of the business world, in 
view of the tendencies of the times, is such 
utilization of centralized direction as will be 
beneficial to business. The problem of gov- 
ernment is such a directing influence over 
business as will be beneficial to the country. 
In this there is community of interest rather 
than conflict. In any event, it is the situa- 
tion that confronts us whether we like it or 
not; it will continue to confront us for the 
period of the war and some months there- 
after. 

In this connection a further demonstration 
of the tendency toward government direc- 
tion is found in the Capital Issues Commit- 
tee and the War Finance Corporation. 
These were frankly organized for war pur- 
poses, but already they have found oppor- 
tunities for service and action rather dif- 
ferent from anyth'ng that was originally 
intended. Chiefly they have shown the pos- 
sibilities that may be attained by banks or- 
ganized for service. 


BRITISH TRADE CORPORATION 


Prophecy is idle, but in looking over 
these enterprises, we are reminded thit 
England has gone much farther. ‘Ihe Brit- 
ish Trade Corporation with an authorized 
capital of $50,000,000 was incorporated 
under royal charter over a year ago. ‘lh’'s 
corporation is the authorized agent of the 
government and may act for the govern- 
ment whenever the latter desires that 
“British capital shill participate in finin- 
cial operatiens and requires an agent for 
the representation of British interests so 
far as relates to trade or finance.” 

The Trade Corporation insures credits 
and so makes possible longer credits to 
foreign buyers of British goods; it gives 
financial support to British enterprise in 
any part of the world; it finsnzes inven- 
tions and inventors and through its commer- 
cial intelligence department provides infor- 
mation as to trade opportunities and 
finances them. Its purpose is not particu- 
larly to make profit for itself, but to in- 
crease industry and commerce and so make 
profit possible. 

Thus, England is preparing for world 
business. Our experience in point of trade 
necessity parallels England’s. We are in 
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ways are applying similar methods in an 
effort to reach the same destination. The 
life of our War Finance Corporation is 
fixed. Our railroads are under government 
direction for the term of the war and 21 
months thereafter. It was the same in 
England originally, but a few months ago 
the chairman of the British Committee on 
Trade and Industrial Reconstruction ad- 
vised the public that the same control would 
have to be submitted to atter the war ends. 

None of these questions can be considered 
independently. Every single line of activity 
runs into all the others. Every question is 
tied up with all the others—questions of 
banking, financing, transportation by land 
and sea and by lake, river and canal as 
well, questions of industrial and agricul- 
tural production, of wages, efficiency, of 
social content and social unrest, and the still 
subtler questions concerned with the health, 
vigor, education and morality of the people 
—all are linked up together. 

So it is that we cannot conduct the war 
without also conducting “the war after the 
war.” It is not permitted that we live only 
for the day. Prudence demands that the 
work of this week and this month be so 
ordered that the work of next week and 
next month be developed rationally and nur- 
mally. Whatever our inclinations, we find 
ourselves inevitably looking forward. 


NON-ESSENTIALS 


We see, therefore, that in our zeal for war 
essentials we must not wholly destroy what 
are loosely classed as non-essentials. ‘These 
must be curtailed; they must be compelled 
to mark time, but only the direst need 
would justify their destruction. A secure 
foundation must be left under them or the 
future will be freighted with distress and 
disaster. 

In discuss‘ng th’s subject, a well-known 
authority svid: 

“There should be no permanent disman- 
tling of any substantial phases of America’s 
business activities. 

“They will all, even the now so-called 
non-essentials, be required again in an in- 
creasing degree to meet the world’s new 
needs as cond.t’ons after the war gradually 
return to normal. In the coming peace, 
just as in the present war, America will 
be called upon for greater service to the 
world then ever before. 

“We who are so largely responsible for 
the business welfare of the country should, 
both from motives of patriotism and also 
of faithfulness to our business stewardship, 
see to it that when the war is victoriously 
ended America shall stand financially 
stronger and sounder in every way than 
ever before to meet the world needs to 
which it will be her duty to minister. We 
must not let war weaken us, but rather 


fact traveling the same road and in many strengthen us, to carry on the great sal- 
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vage of civilization to which we have de- 
voted ourselves.” 

Upon the banker rests a grave responsi- 
bility in this trying hour, and the future 
welfare of our country depends largely upon 
the ability of the banker to convince his 
patrons of the necessity of abstaining from 
a declaration of large dividends. Abnormal 
profits should be used in the liquidation of 
outstanding bonds and other fixed or float- 
ing indebtedness; liberal depreciation re- 
serves should be set up, covering plant, ma- 
chinery and inventories. 

Bankers can be largely instrumental in 
the adoption of efficient methods of cost ac- 
counting and should insist upon receiving 
financial statements audited by certified ac- 
countants. 

If these policies are adopted the business 
of the nation will be placed on a high plane 
of efficiency, and we will be prepared for 
any eventuality. 


CONFIDENCE IN FUTURE 


In the face of all the difficulties that con- 
front us, our hope merges into confidence. 
We are privileged to contrast our creative 
genius with the destructive mania of the 
Hun. We are setting freedom on a pin- 
nacle and burying slavery deep in a dugout. 
We are releasing the energies of the world 
for service and stamping out power for 
greed and selfishness. We are putting au- 
tocracy down, but we have still to set de- 
mocracy up. Until that has been accom- 
plished, the struggle will go on indefinitely, 
sometimes on blood-soaked _ battlefields 
where armed forces clash, but oftener in 
the social ranks where the weapons will be 
ideas. 

It is our privilege to live in the most 
eventful era of the world’s history. 

What a wonderful opportunity for the 
development of our national spirit, for 
service, for sacrifice, for achievement, and 
to prove ourselves worthy of the lofty ideals 
cherished by our forefathers! 

We have emerged from our policy of iso- 
lation, and have assumed a new relationship 
in the family of nations. America has 
proven to mankind that we are not the sor- 
dic, mercenary people we have been pic- 
tured. I am proud of the réle that has been 
assumed by the banks of the nation; they 
have given ample evidence of their willing- 
ness to serve in this great cause, without 
hope or expectation of reward. America 
has a great mission to perform, with the 
advent of peace, in the reconstruction pe- 
riod to follow. It will fall to our lot to 
bind up the wounds of mankind, to assuage 
the grief of the bereaved and afflicted, to 
feed the hungry, clothe the naked, house the 
homeless. Problems will be presented for 
solution that will tax our ingenuity and 
skill to the uttermost. We must give sober 
thought to these changed conditions, lest 


we find ourselves as poorly prepared for 
peace as we were for war. We will be 
brought face to face with situations requir- 
ing business sagacity and humanitarianism, 
with opportunity for commercial and finan- 
cial achievement unparalleled in the world’s 
history. 
LEADERSHIP 


If there is to be victory in this latter 
struggle, there must be leadership—leader- 
ship in business and industry—leadership in 
politics, leadership by men without fear, 
who will not be influenced by favor—by 
men not representative of party or faction, 
but firm in their allegiance to the highest 
ideals of the republic. 


CHICAGO 


The secretary's report made the fol- 
lowing reference to Chicago as a meet- 
ing place for the convention of the 
American Bankers Association: 


Since the organization of the American 
Bankers Association at Saratoga Springs, 
N. Y., in 1875, including the present con- 
vention, we have held four of our annual 
meetings in the western metropolis—in 1885, 
in 1893, in 1909 and in 1918. 

At the 1885 convention the Hon. Lyman 
J. Gage was president and presided. He 
was then president of the First National 
Bank of Chicago; and since that time has 
honorably filled the position of Secretary of 
the Treasury. He is now retired and is 
passing his golden days in peace and con- 
tentment in southern California. The con- 
vention was largely given up to addresses 
on the silver question and many valuable 
statistics and tables were furnished the con- 
vention; and are part of the records of the 
association, the leaders in the addresses and 
discussions being among the most prominent 
bankers and economists of the United 
States. The treasurer’s report showed the 
receipts for the fiscal year to have been 
$10,940; the membership 1,395. 

The convention of 1893 was presided over 
by William H. Rhawn, president of the 
National Bank of the Republic, Philadel- 
phia. Among those who made addresses 
was the Hon. James H. Eckels, Comptroller 
of the Currency. The addresses and dis- 
cussions were largely on bank legislation, 
money and currency reform. The member- 
ship at that time was 1,672; receipts for the 
year from all sources $15,783.80. The as- 
sociation had $10,000 in securities as an in- 
vestment; and a cash balance of $357.32— 
reported by the treasurer, George F. Baker 
of New York City. 

It is nine years since the American Bank- 
ers Association has held a meeting in Chi- 
cago. At the 1909 meeting, that distin- 
guished Chicagoan, George M. Reynolds, as 
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president, presided over the deliberations of 
this body. The membership at that time 
was 10,682 and the yearly income was $175,- 
000. It is interesting to recall that among 
the speakers on that occasion were the Hon. 
Joseph G. Cannon and the late James J. 
Hill, besides some well known members of 
our own family of bankers. Their addresses 
dealt with the problems of peace, while our 
speakers today treat of war and its success- 
ful prosecution. In either event, I am sure 
that no better setting could be supplied 
and no finer hospitality rendered than what 
we have received from the big, live Amer- 
ican city of Chicago. Everything that Chi- 
vago does, she does well; and I know that | 
merely anticipate the report of our resolu- 
lions committee when I say that for the 
many courtesies shown during convention 
week, for the excellent arrangements made 
for handling and expediting our business 
and for all of those innumerable details 
which go to make a successful convention, 
our heartiest thanks are due the city of 
Chicago. 

Reports of the executive council and 
of the various committees and sections 
were next presented. Addresses were 
made by Judge Ben Lindsey of Den- 
ver and Otto H. Kahn of New York, 
the latter speaking on “The Menace of 
Paternalism.” The report of the com- 
mittee on the insurance referendum, in 
which it was proposed to organize a 
bankers fidelity and burglary insurance 
company, aroused considerable discus- 
sion, the report finally being received 
and filed without any recommendation 
for adopting this proposal. 

Willis H. Booth, president of the Na- 
tional Council of State Banking As- 
sociations, made a brief address, pledg- 
ing the codperation of that organization 
with the American Bankers Association. 

John J. Arnold, vice-president of the 
First National Bank of Chicago, spoke 
in behalf of the work of the National 
Foreign Trade Council. By unanimous 
vote of the convention an expression of 
appreciation was tendered to Nelson 
Lampert, vice-president of the Fort 
Dearborn National Bank, for his serv- 
ices in providing for the entertainment 
of the convention as vice-chairman of 
the committee on entertainment. 


REPORT OF COMMITTEE ON RESOLUTIONS 


It is the unanimous opinion of your Com- 
mittee on Resolutions of Thanks, that the 
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American Bankers Association should ex- 
press by a rising vote its appreciation of 
the successful efforts made by those who 
have contributed to make this, the forty- 
fourth annual convention, outstanding. 
To the associated banks and the commercial 
organizations of Chicago, grateful acknowl- 
edgment is made. The cordial words of 





W. T. FENTON 


Vice-President National Bank of the Republic, who 
welcomed the delegates on behalf of the 
Chicago Clearing House Association 


welcome expressed by Governor Frank O. 
Lowden and W. T. Fenton found reflection 
in concrete form. 

Nothing has been neglected which could 
add to the pleasure of the visitors and the 
work of the delegates. We desire to ex- 
press our grateful appreciation and sincere 
thanks to Hon. Josephus Daniels, Secretary 
of the Navy; W. P. G. Harding, Governor 
of the Federal Reserve Board; Hon. W. H. 
Vandervoort, Hon. Harry A. Wheeler, Hon. 
Ben Lindsey, and Hon, Otto H. Kahn, for 
having honored us with their presence and 
for the magnificent addresses delivered by 
them, and acknowledge with grateful ap- 
preciation the splendid, courteous and lib- 
eral response of the British Government for 
the exhibit at this convention of economics 
practiced and sacrifice made by their great 








Notes and Drafts 
Notes and Drafts 


Send Your New England Collections to 


Dorchester Trust Company 
Boston, Mass. 


Absolutely Direct Service to Every Point in N. E. No Exchange Charges 











The Municipal 
Blackstone Canal and 


National Bank Corporation 
Providence, R. 1. Bonds 


IN BUSINESS SINCE 1831 We purchase outright entire is- 
' sues of Municipal and Corpora- 

Capital tion Bonds that meet the approval 
$500,000 of our Investigating Departments. 


— We offer and recommend these 
UFpPEUs F TOL, Over bonds for the investment of Insti- 


$600,000 tutions, Trustees and Individuals. 


> a We invite correspondence from 
We have unequalled facilities all who are interested in the pur- 


for collecting Bill of Lading chase or sale of bonds of this 
Drafts, which are at the ser- character. 
vice of our Customers. Write 


us about this service. E. H. ROLLINS & SONS 


Boston New York Philadelphia 
Chicago Denver 


Resources over Four Million Dollars San Francisco Los Angeles London 


























Unsurpassed Collection Facilities 
Accounts of Individuals, Corporations and Banks Invited 
Resources $14,000,000.00 


ESTABLISHED 1873 


The Fort Worth National Bank 


Fort Worth, Texas 


United States Depository 

















THE BANKERS MAGAZINE 


citizenry, to the end that decisive victory 
and peace shall come to Allied arms, at 
no distant date. 

We desire to express particular apprecia- 
tion for the manner in which the local press, 
the newspaper correspondents, the Associ- 
ated Press, and the United Press have han- 
dled the news, and for the generou. space 
the newspapers and bank publications have 
given to the deliberations and proceedings 
of the convention, and we are grateful to 
Manager Burke and the Congress Hotel for 
courtesies extended and for officia: quarters 
tendered complimentary to the Association. 

Since the American Bankers Association 
has made an unprecedented record for loy- 
alty and patriotism in its support of the 
financial plans of the Government for the 
prosecution of the war, and since this end 
could not have been accomplished but for 
the loyal support and coéperation of the 
member banks, we desire to extend our 
thanks to each and every one of them for 
the readiness with which they have acceded 
to every request for coiéperation from this 
organization. 

J. H. Stall, A. B. Jones, M. J. Dowling, 
George W. Hyde, Fred Collins,- Chairman. 

Whereas, The United States of America 
and her Allies are engaged in a great war, 
having for its object the permanent security 
of the world; and 

Whereas, The American Bankers Associa- 
tion, in annual convention assembled, realiz- 
ing the righteousness of the cause, the tasks 
laid upon our Government officials, the 
burdens laid upon our Army and our Navy, 
the patriotic and able efforts of American 
business men, the loyal sacrifices freely 
made by all the men and women of the 
land, wishes to renew its assurances of un- 
qualified coéperation to the end of securing 
a victorious and permanent peace. Further- 
more, the Association commends the spirit 
of the American people which has evidenced 
its intent to support the policies of the 
Government in the prosecution of the war 
until such time as the Allies are able to 
force an unconditional surrender and a 
dictated peace, and we pledge the American 
Bankers Association to gladly assume all 
responsibilities and make all sacrifices nec- 
essary to this end. 

Therefore, Be it Resolved, That the Amer- 
ican Bankers Association, representing as it 
does the great banking strength of the coun- 
try, pledges anew its united support to the 
President of the United States and those 
associated with him in the great task of 
the hour. 

Be It Further Resolved, That this As- 
sociation recommends that they do all in 
their power to aid in placing the Fourth 
Liberty Loan, and that they continue to 
codperate fully with the Secretary of the 
Treasury in connection with all Government 
financing. 

Be It Further Resolved, That this As- 
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sociation recommends that all of its mem- 
bers earnestly wage their customers and 
depositors and those with whom they come 
in contact te eliminate waste and extrava- 
gance, that the needed supplies for our 
armed forces may be made more plentiful 
and that the cash results of such economies 
may furnish the basis for the purchase of 
Liberty Bonds and aid in maintaining the 
economic stability of the nation. 

Whereas, There will begin on November 
11 next a campaign for the raising of funds 
for seven agencies now engaged in aiding 
our fighting men on land and sea, said 
agencies being as follows: National War 
Work Council of the Young Men’s Christian 
Association, War Work Council of the Na- 
tional Board of the Young Women’s Associa- 
tion, National Catholic War Council 
(Knights of Columbus), Jewish Welfare 
Board, War Campaign Community Service, 
American Library Association and Salva- 
tion Army. 

And, Whereas, This campaign has the 
approval of the Federal Government, and 
it being our desire to be of the utmost help 
to all agencies helpful in the winning of 
the war; therefore 

Be It Resolved, That we recommend to 
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our membership their most earnest support 
of this campaign. 

Whereas, The constant rise in the prices 
of commodities has resulted in a condition 
of increasing danger to the merchant and 
manufacturer, which danger is bound to be 
of concern to the banks of the United 
States, it is our belief that the facts sur- 
rounding these conditions should be given 
serious consideration by those in charge of 
the taxing program of the Government. 

Therefore, Be It Resolved, That we rec- 
ommend the approval of the amendment 
to the present draft of the Revenue Law 
known as “H. R. 12663,” offered by the 
National Dry Goods Association, and more 
recently approved by the Advisory Council 
of the Federal Reserve Board, which 
amendment is as follows: 

“Add to Section 202 of the proposed bill 
the following paragraph: 

“*A reasonable allowance being made for 
the increased cost of merchandise so inven- 
tories over the average cost of like mer- 
chandise during the pre-war period.’ ” 

The entire Section would then read as 
follows: 

“Sec. 202. That whenever in the opinion 
of the commissioner the use of inventories 
is necessary in order clearly to determine 
the income of any taxpayer, inventories 
shall be taken by such taxpayer upon such 
basis as the commissioner, with the ap- 
proval of the secretary, may approve or 
prescribe as most clearly reflecting the in- 
come of the taxpayer. 

“A reasonable allowance being made for 
the increased cost of merchandise so inven- 
tories over the average cost of like merchan- 
dise during the pre-war period.” 

Whereas, The fortunes and demands of 
war have placed within our grasp an Amer- 
ican Merchant Marine rivaling in tonnage 
the merchant fleet of Great Britain at the 
beginning of the war and these same con- 
ditions have increased our productive ca- 
pacity in many lines of industry far beyond 
the peace demands of our own country; and 

Whereas, Profitable use of this newly ac- 
quired instrumentality of transportation, 
and of these new channels of production, 
depends entirely upon our National recog- 
nition of the need for acquiring foreign 
markets for our productions, and of intelli- 
gently adapting our industries to meet the 
demands of such markets. 

Whereas, Resolved, That the American 
Bankers Association, in convention assem- 
bled, pledges itself to support, by every 
means in its power, the development of ex- 
port trade, to encourage manufacturers to 
enter upon this field of distribution, and 
to provide, as rapidly as possible, adequate 

iilities for financing export operations 
ufficient to meet every reasonable demand 
that may arise. 

Whereas, The work of the Agricultural 
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Commission of the American Bankers <As- 
sociation has demonstrated that the bank- 
ing fraternity throughout this country is 
a great constructive force in the needed 
increase of agricultural production. 

Therefore, Be It Resolved, That the 
members of this Association be urged to 
even more actively assist wherever it is 
within their power any movement or effort 
which shall have for its purpose the legiti- 
mate advancement of the agricultural in- 
terests of the nation. 

Whereas, The maintenance of the coun- 
try’s public utilities in the highest possible 
state of efficiency is essential not only to 
the war program of the United States, but 
also to the nation’s business, industrial and 
public interests; and, 

Whereas, Such efficiency depends upon 
the preservation of the credit of the com- 
panies providing public utility service; and, 

Whereas, The increase of costs and the 
unusually difficult conditions of operation 
brought about by the war seriously threat- 
ened the ability of the public utilities to 
continue the furnishing of the necessary 
services they perform; and 

Whereas, The protection of the credit of 
public utilities is very largely in the hands 
of regulatory commissions and other public 
authorities, rather than in the utilities them- 
selves; 

Now, Therefore, Be It Resolved, That 
the American Bankers Association recom- 
mend to national, state and local authorities 
that they recognize the unusual and onerous 
conditions with which public utilities are 
contending, and that in the interest of the 
nation, of business, and of the public, they 
give prompt and sympathetic hearing to 
the petitions of such utilities for assistance 
and relief. 

Be It Further Resolved, That the secre- 
tary of the American Bankers Association 
be instructed to send a copy of this resolu- 
tion to the various commissions controlling 
public utilities within the states. 

Whereas, The 
world is rapidly 

Whereas, 


gold production of the 
decreasing, and 

The only form of relief that 
will prove effective and can be applied 
promptly, is action by the United States 
Government in such form and by such 
methods as may be deemed fit and proper 
under the circumstances, and 

Whereas, Gold is the standard of value 
and the basis of all credit, and it is vitally 
—— to the financial and commercial 
life of the Nation and the world, 

Now, Thevetese, Be It Resolved, That 
the American Bankers Association in con- 
vention assembled, respectfully request and 
urge upon the Government of the United 
States the desirability of maintaining the 
protection of gold to at least its pre-war 
olume, and ask that steps be taken imme- 
diately to that end; 


And Be It Further Resolved, That the 
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secretary of this association be, and he 
hereby is instructed to send a copy of this 
resolution to the President of the United 
States, Secretary of the Treasury, and the 
Secretary of the Interior, advising them of 
its adoption; 

And Be It Also Further Resolved, That 
considering the great importance of this 
subject, this convention recommends to the 
Executive Council that the matter be refer- 
red to the Federal Legislative Committee 
and the Currency Commission for an ex- 
haustive study and such action as may be 
deemed necessary. 

Whereas, The Capital Issues Committee 
has assumed as a war duty of the office 
the work of stamping out the sale of fradu- 
lent securities to the American people, and 

Whereas, As a part of such work it is 
trying to prevent the further exchange of 
such fraudulent securities for Liberty 
Bonds, and 

Whereas, This campaign has the enthusi- 
iastic support and approval of the Secretary 
of the Treasury; also of the Chamber of 
Commerce of the United States and other 
important business organizations. Now, 
Therefore, Be It 

Resolved, That the American Bankers 
Association pledges its support and coéper- 
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ation to this vital effort to destroy this im- 
proper commerce in Liberty Bonds and the 
sale of fraudulent securities, and calls upon 
its individual members to aid and codperate 
with the Capital Issues Committee in every 
way to accomplish these ends. 


The report of the committee was 
adopted. 


NEW OFFICERS 


The report of the nominating com- 
mittee for new officers of the American 
Bankers Association was approved, as 
follows: 

President—Robert F. Maddox, presi- 
dent Atlanta National Bank, Atlanta. 

First Vice-President —- Richard S. 
Hawes, vice-president Third National 
Bank, St. Louis. 

Second Vice-President — John S. 
Drum, president Savings Union Bank 
and Trust Co., San Francisco. 

Brief remarks were made by Mr. 
Maddox and Mr. Hawes, after which 
in an appropriate speech George M. 
Reynolds, president of the Continental 
and Commercial National Bank, Chi- 
cago, presented to retiring President 
Hinsch, on behalf of the association, a 
fine chest of silver, for which Mr. 
Hinsch expressed his thanks. The con- 
vention then adjourned. 


NATIONAL BANK SECTION 


The National Bank Section met on 
September 25, and was addressed by 
President J. Elwood Cox, who gave an 
account of the work done during the 
last year. He also made this summary 
of the section’s growth: 


The section has accomplished much. The 
results to date are small as to what I fore- 
see for the future. The section was organ- 
ized at Seattle three years ago. It now 
has in its membership 6,337 national banks 
whose aggregate resources are nearly seven- 
teen billion dollars and has associated with 
it other banking institutions aligned with 
the Federal Reserve system whose total 
resources aggregate over six billion dollars. 
It is the hope that the section shall include 
every national bank, in its membership be- 
fore the expiratiqgn of the year. ‘The one 
great lesson of the war is that coéperation 
is the least expensive and the most valu- 
able influence at the command of the bank- 
ers and business people of any nation. 
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He said, in concluding his annual ad- 
dress: 


Finally, let me say that there has never 
been a time in all the history of this coun- 
try when an American had cause to feel 
more proud of his country than to-day. 
It is almost worth the cost of the war to 
witness the fine spirit stirring and animat- 
ing the people of all sections of this great 
country and drawing them together in 
closer unity and in more loyal devotion to 
the flag. Sectional prejudice has no longer 
a place in the American heart. Partisan- 
ship no longer finds lodgment in the soul 
of the patriot. With one heart, with one 
soul, and with one purpose Americans are 
drawn together, animated by one common 
spirit, touching elbows in one common 
struggle, and determined to expend the 
last ounce of energy, blood and treasure, 
if need be, to bring victory. 

An inspiring reflection to me is that, when 
the future historian shall record the heroic 
struggles of this bloodiest tragedy of all 
time, the banker will be accorded a high 
place on the roll of honor for his service 
and sacrifice. 


Governor Harding of the Federal Re- 

















-Home-Study Courses 
For Bank Employees 


In speaking of the need for specialized business training as offered by LaSalle 
Extension University, the head of the Continental and Commercial National Bank 
of Chicago recently wrote the president of the university as follows: 


“When a man stops learning he stops 
growing.’ You have often quoted this 
saying of mine, and there is no more 


significant message that I can offer 
today. 

“When a man stops learning, then you 
have that man’s exact measure. You 


also have the exact measure of the busi- 
ness problem he can handle, for no man 
can put into any transaction anything 
that he does not possess. There must 
be in his knowledge something that 
covers every element of his problem, 
otherwise all elements will not be solved, 
As a man enlarges his knowledge of 
business he increases his capacity to deal 
with its problems. 
“The value of the 


service of LaSalle 


LaSalle training can be carried on by mail 
during your spare hours and without inter- 
ference with your present duties. 
Membership also includes free use of the 
LaSalle Business Consulting Service, which 
places our entire staff at your command 
whenever you may need help or counsel on 
some special business problem. A small 
initial payment makes our complete service 
available to you. 

The LaSalle organization consists of nearly 
800 people, including 300 business specialists, 
banking authorities, professional men, text 
writers, special lecture writers, instructors, 
and assistants More than 20,000 members 


Extension University in this connection 
rests upon two very simple truths. In 
dealing with the actual work of enlarg- 
ing the equipment of business men you 
learn in the only practicable way exactly 
what their needs are. Then by turning 
over to the ablest specialists the task 
of meeting the needs thus developed, 
you are able to bring to your clientele in 
organized form the best that experience 
and intensive study have to offer. 

“It is a most important service to our 
business structure as a whole, and to 
the men who really desire to fit them- 
selves for important parts therein."’ 


ee 71 IgD 


enroll annually. One hundred forty-five 
thousand men and women in active business, 
including many corporation officials, bankers 
and professional men, are reaping the bene- 
fits of LaSalle training and consulting 
service. 
MAIL THE COUPON 

Simply mark with an “X"’ in the coupon 
below the training course and service in 
which you are interested, We will send our 
valuable inspirational booklet, ‘“‘Ten Years’ 
Promotion in One,” together with special 
catalog and full particulars, all without cost 
to you. 
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serve Board spoke on ‘‘National Banks 
in War Time.” 

Joseph Chapman, vice-president of 
the Northwestern National Bank, Min- 
neapolis, made a brief address, in the 
course of which he said: 


The most fortunate thing that ever hap- 
pened to the bankers of America was the 
passage of the Federal Reserve Act, not in 
war time, but in peace time. Do you realize 
what has happened to every other business 
in America? You know what has happened 
to the railroads; to the steel manufactories; 
to the shipyards; to the farms. Everything 
regulated, almost on the spur of the moment, 
and the regulation not always justified. Our 
situation does not seem to bother the people 
down at Washington. Gentlemen, the only 
thing that was right in America when war 
broke out was the banking situation, and 
it has not changed. We were ready for 
war. Other business had to be adjusted to 
the war. After talking to other business 
men, and knowing their worries and their 
problems, I want to say, gentlemen, that 
we have a snap. 


Oliver J. Sands, president American 
National Bank, Richmond, Va., was 
elected president of the National Bank 
Section and Walter W. Head, vice-presi- 
dent Omaha National Bank, Omaha, 
Neb., was elected vice-president. 


STATE BANKING SECTION 


E. D. Haxford presided over the 
meeting of the State Bank Section. E. 
C. MeDougal, president of the Bank of 
Buffalo, presented the report of the 
State Legislative Committee, recom- 
mending that state banks and trust com- 
panies be allowed to determine for them- 
selves as to membership of the Federal 
Reserve System. Charles H. Sabin, 
president of the Guaranty Trust Com- 
pany, New York, spoke on “Banking 
Evolution.” Regarding the future of 
American banking, Mr. Sabin declared: 


In the natural evolution of banking in this 
country, it is quite certain that our vision 
must extend beyond the state—beyond the 
nation—out into the world at _ large. 
Branches of American banks are being 
pened in foreign countries from time to 
‘ime; and not only American finance, but 
\merican merchant marine and commerce, 
vill be greatly promoted thereby—and, with 
the coéperation of our authorities in Wash- 
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ington, the development of our interest in 
foreign trade and industry may at this 
psychological moment be most rapid. 

We must adjust our minds not only to 
the expansion of our own banking interests 
abroad, but perhaps even to coéperation 
with foreign banks in some _ international 
banking plan which will meet the exigencies 
forced upon us by the war. With half of 
the world on a paper basis, it is certain that 
some international banking agreement must 
be worked out if we are to stabilize the 
world’s tokens of exchange, and expedite 
the trade of nations. 

It seems important that private initiative 
and enterprise should be given the widest 
possible latitude in this field, in keeping 
with the public interest. 

It seems equally important to me _ that 
Governmental activities be restricted to the 
support of such enterprise, rather than to 
supplanting it. For instance, the original 
proposition to organize a foreign exchange 
bank in connection with our Federal Re- 
serve system seemed to be unnecessary, as 
our present banking system is providing 
for these needs with greater efficiency and 
less expense than would be possible through 
any Government agency. 

No Governmental financial institution 
should be projected into the field of com- 
petition with privately owned banks. The 
Government’s function here is that of pro- 
viding a reservoir of credit for the assist- 
ance of the banks, and any innovation which 
would change that relation appears unwise 
and unjustified. 

If it could be proved that a foreign trade 
bank could be organized as a Government 
agency free from such objections, which 
would act as a service institution in cojpera- 
tion and not in competition with private 
banks, it might be worthy of consideration, 
providing special care is taken in working 
out its details in order to avoid conflicting 
interests which might retard the develop- 
ment of our foreign trade. 

It is certain that we shall 
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THE TELEPHONE AND THE 
DICTAPHONE 


There are brokers’ offices where a man sits with a telephone receiver 
in one hand and The Dictaphone tube in the other. He takes the report 
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institution—better letters, too, at one-third less cost. 
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effort to meet the competition we shall face, 
and in lieu of a branch-banking system and 
banking amalgamations, American banks 
must work together on a basis of common 
interest and in the general interest. 

With courage we must face the future, 
confident that with a better understanding 
of our local and national problems, and with 
a closer and more sympathetic codéperation 


between the governing authorities and 
financial institutions, continuing progress 


will be assured. These ave not the times for 
jealousies, prejudices or selfishness, but with 
largeness of heart and bigness of vision we 
must unite in a common effort to help 
America achieve its manifest destiny. 

Craig B. Hazlewood, vice-president 
of the Union Trust Company, Chicago, 
was elected president of the State Bank 
Section, and J. W. Butler, vice-presi- 
dent. 


SAVINGS BANK SECTION 


President Joseph T. Noel presided 
at the meeting of the Savings Bank 
Section. Notable addresses were deliv- 
ered by Francis H. Sisson, vice-presi- 
dent of the Guaranty Trust Company, 
New York; Wm. E. Knox, comptroiler 
of the Bowery Savings Bank, New 
York, and Kemmerer of 
Princeton University. 

Victor A. Lersner, comptroller of the 
Williamsburg Savings Bank, Brooklyn, 
N. Y., was elected president and S. 
Fred Strong, vice-president. 


Professor 


TRUST COMPANY SECTION 


The meeting of the Trust Company 
Section was presided over by President 
Frank W. Blair of the Union Trust 
Company, Detroit. His address, as 
well as a number of reports presented 
by various committees, dealt with sev- 
eral matters of practical interest to the 
trust companies of the country. Officers 
chosen for the ensuing year were: Presi- 
dent, John W. Platten, president 
United States Mortgage and Trust 
Company, New York; vice-president, 
Lynn H. Dinkins, New Orleans. 


CLEARING-HOUSE SECTION 


Officers of the Clearing-House Sec- 
tion were elected as follows: President, 
Stoddard Jess, president First Nation- 
al Bank, Los Angeles, Cal.; Vice-Presi- 
dent, Thomas B. McAdams, vice-presi- 
dent Merchants National Bank, Rich- 
mond, Va.; Secretary, Jerome Thralls; 
Chairman Executive Committee, R. F. 
McNally, vice-president National Bank 
of Commerce, St. Louis, Mo. 


Statement of the ownership, management, cir- 
culation, etc., required by the Act of Congress 
of August 24, 1912, of The Bankers Magazine, 
published monthly at New York, N. Y., for 
October 1, 1918. 

State of New York, County of New York. Be- 
fore me, a notary public in and for the State 
and County aforesaid, personally appeared J. R. 
Duffield, who having been duly sworn according 
to law, deposes and says that he is the busi- 
ness manager of The Bankers Magazine and 
that the following is, to the best of his knowl- 
edge and belief, a true statement of the owner- 
ship, management, etc., of the aforesaid publi- 
cation for the date shown in the above caption, 
required by the Act of August 24, 1912, em- 
bodied in section 443, Postal Laws and Regula- 
tions: 

1. That the names and addresses of the pub- 
lisher, editor, managing editor, and business 
managers are: Publisher, Bankers Publishing 
Co., 253 Broadway, New York; editor, E. H. 
Youngman, 253 Broadway, New York; manag- 
ing editor, E. H. Youngman, 253 Broadway, 
New York: business manager, J. R. Duffield, 
253 Broadway, New York. 

2. That the owners are: Bankers Publishing 
Co., 253 Broadway, New York; G. T. Lincoln, 
253 Broadway, New York; W. C. Warren, 253 
Broadway, New York; W. H. Butt, 253 Broad- 
way, New York; E. H. Youngman, 253 Broad- 
way. New York: J. R. Duffield, 253 Broadway, 
New York; K. F. Warren, 253 Broadway, New 
York. 

3. That the known bondholders, mortgagees, 
and other security holders owning or holding 1 
per cent. or more of total amount of bonds, 
mortgages, or other securities are: None. 

4. That the two paragraphs next above, giv- 
ing the names of the owners, stockholders, and 
security holders. if any, contain not only the 
list of stockholders and security holders as 
they appear upon the books of the company, but 
also, in cases where the stockholders or se- 
curity holder appears upon the books of the 
company as trustee or in any other fiduciary 
relation, the name of the person or corpora- 
tion for whom such trustee is acting, Is given; 
also that the said two paragraphs contain 
statements embracing affiant’s full knowledge 
and belief as to the circumstances and condi- 
tions, under which stockholders and _ security 
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J. R. DUFFIELD, 


Sworn to and subscribed before 


me this 28th day of Septem- 
ber, 1918. 
JOSEPH R. FRITH, 
Notary Public. 


My Commission expires March 
30. 1920. 
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Pocket Church Calendar for the 


Business Year 





“ONE DAY DIFFERENT FROM ANOTHER IN OP- 


PORTUNITY AND ACHIEVEMENT; THEREFORE, 


” 


KNOW THE DAY AND MAKE GOOD USE OF IT. 


N these momentous days, when the 

practical concerns of life occupy 
one’s time as never before, there is rec- 
ognized, among the most thoughtful, the 
necessity of keeping close to those fun- 
damentals which lie at the very source 
of our individual and national existence. 
To assure this in many cities the people 
have set aside a special time each day 
on which attention shall be concentrat- 
ed upon the very serious duties that lie 
before them. 

Although not designed with this spe- 
cial object, the “Pocket Church Calen- 
dar,” compiled by Rev. Albert Leonard 
Murray, D.Litt., of Cedar Rapids, 
Iowa, will be found decidedly applica- 
ble to such needs while adaptable to all 
the varying circumstances of daily life, 
and at the same time being of great 
practical usefulness. 

Church calendars now issued run 
only to November 30 of each year and 
are usually issued to hang on the wali 
or combined with other religious mat- 
ter in book form for the library shelf. 

A pocket church calendar for the 
business vear from January 1 to Decem- 
ber 31 is something new and commends 
itself in these war times when daily pa- 
pers print sermons written by the 
clergy in their editorial columns and 
leaders everywhere are turning to the 


Carre Diem. 


church for inspiration and help in solv- 
ing the momentous problems confront- 
ing them. 

The days are numbered consecutively 
so that the elapsed time for maturities 
can be easily ascertained—civil and 
church holidays are noted, also the sea- 
sons of the year and of the church. 

There is a biblical quotation for each 
day, most of them brief, many are strik- 
ing and the selection for each week is 
often a constructive unity. There are 
no duplications of texts. For Sunday a 
collect has been printed, and as a busi- 
ness man remarked he had not realized 
what a crown of jewels is represented 
by these collects until he read them set 
out separately in this way. 

The tables of lessons are also given 
throughout the year in accordance with 
those authorized by the General Cor- 
rolation of 1916. A half of each page 
is left blank for jotting down engage- 
ments, etc., and by using India paper 
365 pages are provided, one page for 
each day, in convenient size to slip into 
the vest pocket—all very handsomely 
gotten up, bound in red leather and 
stamped in gold. 

The publisher of this ‘Pocket Church 
Calendar” is Wm. A. Wheeler, New 
York. 
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The Noiseless Typewriter 





T is quite natural and understand- 
able that the public should take the 
typewriter as a matter of course— 

that is to say, as an integral part of the 
established order which no longer calls 
for special thought or comment. 
Though indispensable, the service which 
it renders is not spectacular, and some 
of the most eloquent tributes to its 
merits are given unconsciously. For 
instance, few American manufacturers 
can stay in business at this time of 
crisis without securing from the Gov- 
ernment a certificate of priority cover- 
ing the privilege to buy their mate- 
rials. Now, the first sentence (being 
also the first paragraph) of the form 
of application which is issued by the 
Priorities Board at Washington con- 
tains two words, and two words only— 
“use typewriter.” This testimony 
speaks in louder terms than the most 
fulsome praise; yet the typewriter as 
a machine has never appealed yery 
strongly to the imagination of mankind. 
The telephone and wireless must ever 
remain a miracle to all whose faculties 
are not wholly deadened by routine; 
but the typewriter, representing no new 
command over the laws of nature, and 
having been on the market for forty 
years, is no longer in any sense a mar- 
vel. Even in the office appliance field 
it must yield place to the adding ma- 
chine, so far as the element of surprise 
or miracle is concerned. In fact, the 
typewriter seems almost as widely and 
tacitly accepted as the potato. 

And yet in many ways the typewriter 
is much more than a useful drudge. It 
enters very intimately into the life of 
the office, and for millions of typists 
it becomes what the engine is to the 
engineer, or ship’s rigging to the master 
of a schooner—that is to say, an essen- 
tial part of existence. There is, in- 
deed, a psychological element about the 


marketing and use of typewriters which 
every one in the business recognizes to 
be a large factor. If there are not 
fifty-seven varieties of writing-ma- 
chines, there are at least twenty, and 
people are so variously constituted that 
different typists become devoted ad- 
herents to different machines. From 
the standpoint of the public, this com- 
petition is undoubtedly a good thing, 
for the typewriter would never have 
reached the technical excellence which 
it possesses to-day without that con- 
stant striving for betterment which is 
stimulated by the inducement of patent 
protection. 

In a machine which contains over 
two thousand separate pieces, there is 
always room for betterment of design. 
At intervals there come into view 
structural modifications of a radical] na- 
ture, brought about by the striving 
which must exist where many trained 
minds are concentrated upop a problem 
of obvious importance. _, In, short,.’the 
typewriter represents a perpetual evo- 
lution, and as it is an instrument ‘of 
such undoubted; indispensable value, 
the stages of its progress “should not 
be without interest to all who desire to 
know about the agencies through which 
world-business is transacted. 


ORIGIN AND DEVELOPMENT OF THE 
TYPEWRITER 


Without entering upon minute de- 
tail, certain facts stand out very boldly 
in the annals of the typewriter. It is 
an art which goes back to 1714, the 
year in which Henry Mill, an English- 
man, took out Patent No. 395, covering 
“an artificial machine or method for 
the impressing or transcribing of let- 
ters singly or progressively; one after 
another.” This early date is simply a 
point of departure, for it was only 
about a hundred years ago that real 
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In these two illustrations are shown the McGraw-Hill Publishing Company offices. Entire eleventh and 
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In these offices one hundred Noiseless typewriters daily supply perfect operating conditions for a 
large organization 


twelfth floors in their building, Thirty-sixth Street and Tenth Avenue, New York City 
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work began in the field of typewriter 
invention. From 1820 to 1860 serious 
thought was given to this problem in 
England, France, and the United 
States. Then between 1860 and 1870 
the American inventors drew rapidly 
away from all competitors through the 
specific mechanisms devised by John 
Pratt and Christopher Latham Sholes. 
It was out of the Sholes model that the 
Remington typewriter, the earliest of 
the commercial machines, was perfected 
between 1873 and 1878. Compared 
with present standards, the typewriter 
of 1880 was workable, but still crude, 
possessing, among other limitations, the 
disadvantage that the line of writing 
was not visible to the operator. Be- 
tween 1880 and 1890 many new ma- 
chines came into the field, as rivals of 
the Remington. 

By means of this active competition 
the art advanced, and much of the early 
crudeness disappeared through knowl- 
edge born of experience. However, no 
organic changes of structure were ef- 
fected during this period, the better- 
ment being limited to an improvement 
of the original Sholes design, rather 
than representing radical modification 
thereof. 

Between 1890 and 1900 the ‘‘visible” 
variety of typewriter made its appear- 
ance, under several forms, but most 
notably in the Oliver and the Wagner 
machines—the Wagner model forming 
the basis of the Underwood. This was 
not merely a limited, special change, 
but amounted to a positive modification 
of typewriter design. It was argued 
with conviction by many typists that 
the visibility of the writing line was 
not a matter of prime importance, but 
time has carried the point in favor of 
visibility. 

Between 1900 and 1910 it was found 
necessary by all the leading typewriter 
companies so to remodel their product 
that it would conform to the new stand- 
ard of visibility. Needless to 
many subsidiary features were added 
during the twenty years from 1890 to 
1910, such as the bichrome ribbon, the 
tabulator, the back-spacer, and the au- 
tomatic ribbon reverse: but the out- 
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standing advance in the art during that 
time was undoubtedly represented by 
the triumph of “visibility.” After the 
writing line had been rendered visible, 
and the standard machine was equipped 
with such new operating conveniences 
as those mentioned, what further goal 
of improvement did the art disclose? 


ELIMINATION OF NOISE 


It is here that we come to the Noise- 
less Typewriter. As has been stated 
already, psychology is a large factor in 
the typewriter business, and to give the 
Noiseless Typewriter its due perspec- 
tive one must reiterate this fact. Is 
it or is it not desirable that the writing- 
machine should function without mak- 
ing a din? Here is a question which 
lies at the root of the long, unremitting, 
expensive, and rather heroic effort to 
remove noise from this instrument. 
Since the nervous organization differs 
widely according to the individual, dif- 
ferent people will give different an- 
swers. There are those whose power of 
concentration is so great, whose nerves 
are so robust, that they raise no objec- 
tion to sharp, metallic sounds, and even 
seem to find them agreeable. But such 
stalwarts are probably in the minority, 
since it can hardly be conceived that 
had the original inventors known how 
to make the typewriter quiet, any of 
their successors would have devoted 
iong and painful effort to add the noise. 

Speaking broadly, quiet is a distinct 
asset in business life, from its moral 
value no less than from its obvious con- 
venience. But to state fully the theo- 
retical basis—that basis upon which the 
Noiseless Typewriter is grounded, the 
following quotation is taken from the 
Introduction of the Catalogue, in which 
the structure of the machine itself is 
described: 

The Noiseless Typewriter rests its claim 
upon the fact that concentration of thought 
is essential to success in business. It need 
not be argued that an insistent, distract- 
ing clatter impairs the power to think 
quickly and clearly. This has always been 
realized, but in the past business men were 
compelled to do their work under the han- 
dicap of a perpetual din. Because the 
typewriter had not yet been brought to its 
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The Noiseless Typewriter can be used continuously without sacrificing the efficiency of the telephone 


full development, noise reigned throughout 
a sphere where quiet and concentration are 
most needed. 

It is true that for twenty-five years nu- 
merous attempts have been made to alle- 
viate a condition which was due to radical 
defects in typewriter construction. ‘“Sound- 
proof” walls and ceilings, “shock-absorb- 
ers,” “soft platens,” and pads of every de- 
scription have been placed upon the market 
at frequent intervals. But all these ex- 
pedients proved futile because they merely 
sought to muffle noise which had been pro- 
duced, instead of seeking to prevent the 
production. In short, they did no more 
than mitigate, very imperfectly, the conse- 
quences of an acknowledged evil. To eradi- 
cate the cause of the evil was beyond their 
purpose or power. 

The Noiseless offers a positive solution of 
this problem. No longer is it necessary to 
drive stenographers into the far corners of 
the office. They may be placed where they 
can be used to the best advantage. Their 
machines do not interfere with the use of 
the telephone or disturb conferences. Their 
work is not interrupted in order that the 
executive may have momentary peace. In 
other words, noise and confusion have 
given way to quiet and order. 

But this is not all. Economy of time 
and the fruits of more intensive brain 
power may be calculated in dollars, but you 


cannot buy new nerves. A large propor- 
tion of the most successful stenographers 
are not only alert but high-strung. Now, 
consider the effect which must be produced 
upon the high-strung temperament by an in- 
cessant, hard, metallic noise! ‘Those who 
have developed the Noiseless Typewriter are 
convinced ‘that the most common cause of 
fag and irritation in office routine is the 
relentless click—click—click of the hammer- 
blow typebar. Therefore, they were not 
content to pause in their efforts until they 
had produced a machine which, by being 
constitutionally quiet, brings relief to the 
whole office—to the typist first, but to every 
other member of the staff as well. 

The methods employed to effect this great 
result are described in the following pages, 
but it is only by seeing the Noiseless in op- 
eration that one can realize what it means 
to those who are working under the high 
pressure inseparable from modern busi- 
ness. 

One effect of such a demonstration is to 
recall the words in which Dr. Oliver Wen- 
dell Holmes describes his feelings when the 
street band, after doing its worst, has 
stopped: 

And silence, like a poultice, comes 
To heal the blows of sound. 


Such are some of the considerations 
which have made it desirable that noise 
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should be removed from the writing- 
machine. And now that the result has 
been accomplished, the whole affair— 
like Columbus’ egg—stems perfectly 
simple. At the same time, few inven- 
tions have been more difficult to bring 
through to a successful conclusion, or 
have required more firmness of purpose 
on the part of those who were engaged 
in the effort. 

On the face of it, a really noiseless 
typewriter—securing its effect by sound 
mechanics rather than by palliative ex- 
pedients, is almost a contradiction in 
terms. For the problem was to make 
a writing-machine which should not 
sacrifice any useful or essential feature 
in order to be quiet. Speed, touch, and 
manifolding qualities must all be there, 
together with the standard conveniences 
and operating adjuncts. It was not as 
though the Noiseless were in competi- 
tion with the original primitive type- 
writer of 1880, which, besides being 
noisy, was still crude in construction, 
and destitute of many operating fea- 
tures which all typewriters now possess. 
The Noiseless, to gain its standing, was 
compelled to reach the same high level 
as a working instrument which had been 
attained by the other machines, and also 
to do a full day’s work in quiet. The 
stages through which the evolution of 
the machine proceeded were long and 
painful, from the moment when’ it: ap- 
peared as an idea in the fertile, con- 
structive mind of W. P. Kidder, to the 
time when the finished . commercial] 
product was ready for the market. It 
remains to be seen whether the Social- 
ists, if and when they capture control 
of the economic fabric, can hold out 
inducements which will permit men to 
toil long and steadily for the realiza- 
tion of such an ideal and such a faith 
as are represented by the Noiseless 
Typewriter. This is not the place to 
set forth the rather striking and un- 
usual history of the Noiseless Type- 
writer enterprise, but there is ample 
ground for the statement that the ma- 
chine in its present form represents a 
degree of business courage and persist- 
ence which is in keeping with the im- 
portance of the result. 


ESSENTIAL CHARACTERISTICS 


Having set forth the theoretical basis 
upon which the Noiseless Typewriter 
rests, and alluded to the nature of the 
difficulties which were encountered in 
working out its central idea, a few 
words may be said regarding the essen- 
tial characteristics of the machine. 

The first question which enters the 
mind when one sees the Noiseless 
Typewriter in operation is, ‘What 
makes it Noiseless?” 

The answer involves an explanation 
of the fundamental change which has 
been made in the method of printing. 
Other typewriters, without exception, 
employ a hammer-blow method. The 
platen roll limits the throw of the type, 
and through this contact between steel 
type and hard platen is developed the 
bang of the machine. In the Noiseless 
the printing is accomplished, not by a 
hammer-blow, but by pressure. The 
distance which the type travels is lim- 
ited by the length of the type action 
itself, and is so fixed that the type 
just reaches the paper. Through an 
ingenious combination of leverage, im- 
pelled by the momentum of a rapidly 
moving weight, the action, after the 
type reaches the paper, exerts a re- 
markably strong pressure, and in- 
sures perfect registration. 

This new principle of pressure print- 
ing makes possible the employment of 
the ideal printing surface—a steel pla- 
ten. Since this platen is non-destruc- 
tible, it is obvious that it need never 
be renewed. 

The faces of the type-bars are pro- 
tected from collision, and will always 
produce a perfect impression. As the 
type-bar is locked at the printing point, 
vertical or lateral displacement is me- 
chanically impossible. Hence, perma- 
nent type-bar alignment is assured. 

In the touch of the Noiseless are em- 
bodied to a quite exceptional degree 
ease, lightness, and elasticity. The cus- 
tomary slight resistance to the fingers is 
absent. By the simple manipulation of 
a thumb-screw the operator can adjust 
the keyboard tension to meet the de- 
mands of individuality in touch. 

In producing a machine which is de- 
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signed to meet accepted standards and 
also to be free from the customary 
noise, great care has been exercised in 
the details of construction. In harden- 
ing processes, treatment of bearing sur- 
faces, and the machining of parts, no 
effort necessary to produce accurate and 
lasting results has been spared. 

The works of the Noiseless Type- 
writer Company are at Middletown, 
Conn.—that is to say, in the midst of 
a district which is known throughout 
the world for the excellence of its 
small-tool industry. The factory is a 
two-story building, 910 feet long by 50 
feet wide, with four large wings, and a 
power house. The works manager, Mr. 
J. A. Ruffin, was for many years vice- 
president and general manager of the 
Hammond Typewriter Company, and is 
one of the ablest men now engaged in 


typewriter production. The factory 


equipment is of the best, and special 
attention is devoted to improving the 
processes of manufacture. 

The Sales Headquarters of the Com- 
pany is at 253 Broadway, New York 
City, under the charge of Mr. E. J. 


Sheehan, as Sales Manager. The 
President of the Company, Dr. C. W. 


Colby, also has his office at the same 
address. 

Where there are so many important 
new industries, THe BaNkers MaGa- 
ZINE would not have singled out the 
Noiseless Typewriter for the subject of 
a long article in its annual Internation- 
al Number were it not convinced, from 
its own first-hand knowledge, that this 
is a machine of exceptional importance, 
which gives promise of rendering great 
service to banking institutions, and to 
all whose mental processes are inter- 
rupted by harsh metallic sound. In the 
two years during which the present 
model of the machine has been on the 
market, it has found its way to many 
of the most important banks, trust com- 
panies, and insurance companies in the 
country. Structurally, it seems to mark 
a distinct step in advance, and the re- 
lief which it affords from head-racking 
din confirms the truth of this quotation 
from one of its advertisements in “The 
New York Times”: 


“Once you have come to realize 

The manifold benefits of quiet 
In office work, 

You will bless once more 


The Progress of Science.” 





